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Kegardless of Trends 


EGARDLESS of general business con- 
ditions throughout the country, ad-_ 
vertising in THE FINANCIAL WORLD is 


always an excellent investment. 


In fact, few advertising campaigns of 
national scope can afford to disregard 
the tremendous earning power, approach- 
ing a billion dollars a year, of the readers 
of this paper. 


The purchasing power of this group of 
leaders has not been lessened to any ap- 


preciable extent. They are still main- 
taining their accustomed standard of liv- 
ing; buying new cars long before they have 
depreciated to any marked degree; con- 
stantly buying the latest devices and 
equipment for their homes; always seeking 


out the newest in sports. 


In THE FINANCIAL WORLD, advertisers can 
present their messages to an audience that 
is alive, intelligent, capable and above all, 


able to buy what pleases their fancy. 


General advertisers and their agencies are invited to investigate the wealthy market 
represented by the readers of THE FINANCIAL WORLD in 7092 communities in 
the United States and foreign countries. 
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A Wages are the only thing that should be 
high in this country. If we go backward 
now, we shall need twenty years to reach 
our former position. —Henry Ford. 


4A “peace industries board’’ or ‘‘na- 
tional economie council’? should be 
created to stabilize conditions in industry 
and agriculture and to prevent waste and 
unemployment. Such a board or council 
could also contribute to the prevention 
of overproduction by determining in 
advance the amount of national consump- 
tion and suggesting plans for balancing 
production and consumption. 


—William Gibbs McAdoo. 


4 The world must be organized for peace, 
as it has been organized for war. Peace- 
makers must direct the forces of public 
opinion toward deliberately planned, 
earefully concerted effort, if the awful 
calamity of another world tragedy fought 
under still more terrible conditions than 


-the last is to be averted. 


—Arthur Henderson, 
British Foreign Minister. 


4 Wages should not be appraised in terms 
of dollars but by what the dollar will pur- 
chase. We are all for maintaining our 
advaneed standards of living, but we do 
not subscribe to the fallacious theory 
that high dollar wages spell prosperity. 

—Truman S. Morgan, 

President, F. W. Dodge Corporation. 


4 The real issue which I find has been 
raised by the prevailing attack upon the 
electric utility industry is whether the 
power of public office shall be wrongfully 
employed to undermine confidence in and 
destroy the goodwill of legitimate Amer- 
ican business in order to prepare the way 
for a direct conflict with basic American 
principles, —W. C. Mullendore, 
Vice-President, Southern California 
Edison Company. 


4The motion picture industry is one of 
continual technical progress. A notable 
achievement at one time becomes a com- 
monplace in a year. 
—Harley L. Clarke, 
President, Fox Film Corporation. 


4The present silent panic in railroad 
securities is not justified. There are many 
bargains in railroad stocks and bonds for 
those who have the requisite courage and 
funds and do not expect to make big 
profits overnight. —F, Jj. Lisman, 


President, F. J. Lisman & Company. 


4 We are perhaps nearer television in the 
theater and further from television in the 
home than the majority of people realize. 


—Dr. Lee De Forest. 


4 Proper merchandise, properly sold and 

Properly delivered seldom comes back. 
—B. Earl Puckett, 

President, Frederick Loeser & Company. 
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ONCE OVER 


THE great American inclination is to look things over. 
Nothing is either good or bad to the open-minded, until it has 
received that quick, interested appraisal which we have deftly 


named the “once over.” 


We are continually looking over new political leaders and 
ideas, new acquaintances, new faces, new actors and writers. 
And by the same token we are constantly called upon to pass 
judgment on a great variety of merchandise —from soap to 


sedans —which is presented to us through advertisements. 


People who follow advertisements know that through 
them they can find out more about articles, values, and the 
wise spending of their money than they could discover in any 
other way. New products, new improvements in merchandise, 
new uses for established articles, are constantly being brought 


before them. 


Advertising makes it possible for you to get exactly what 
you want, to get full value for every penny, and to be sure of 
receiving the greatest possible satisfaction from everything 


you buy. 


Read the advertisements regularly, and get the important 


news they bring you. 
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THE FINANCIAL WORLD 





The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
as long as it clings to this ideal it can count upon the support of the investing public. 
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The Trend of Things 


Sentiment further improved by extension of firm tone of stock prices — Adverse 

news ignored, good news influences markets — Little change in business situa- 

tion, none expected during coming weeks — Bonds still in ascendency, sugges- 

tive of better times ahead — Agricultural price decline halted for one week, at 
least — Favorable crop conditions may prove important factor. 


HE lime light of public attention is focussed upon 
Tite foreign situation, particularly with respect to 

war debts and reparation payments. Departure of 
Secretary Mellon for Europe received little publicity, but 
may have important longer term implications. Secretary 
Stimson plans to follow later, lending support to expecta- 
tions that significant conversations may result. Results 
of negotiations, however, would have to be confirmed by 
Congress. 


PREAD of wage disputes among coal miners may have 

more than local effects. Coal strike nine years ago 
resulted in substantial price mark-ups throughout the 
steel industry, forcing reluctant buyers into the market. 
Current steel operations present a mixed picture, some 
areas reporting gains and others decreases, but for industry 
as a whole the usual seasonal decline continues. 


RODUCTION of electrical energy, widely used as an 

index of current business activity, in recent months has 
continued its vacillating movements. Trend during last 
half of May and first week of April, however, has been 
toward improvement. Output during middle of last month 
was 4.4 per cent below 1930 levels, but for latest week the 
spread was narrowed down to 2.9 per cent. This perform- 
ance is encouraging, but gains must continue for a longer 
period in order to establish a definite trend. 


TOCK market action during greater part of last week 
suggested that the long awaited base may be in the 
making. Just as it takes more than one swallow to make a 
summer, more than one week of price stability is necessary 
to build a foundation upon which a major bull market can 
be built. Present indications, however, favor the conclusion 
that further price improvement cannot be far removed. 
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Securities Outlook 


“Seems to be taking a rather long count” 





however, that purchases at preyajj. 
ing levels are made somewhere 





LTHOUGH treated with none 
too favorable news during the 

past week, the stock market be- 
haved remarkably well in view of 
the preceding sharp rally, which 
ordinarily would call for a more 
extensive ‘secondary reaction”’ than 
that which was actually witnessed. 
Press advices from Chieago con- 
firmed suspicions that all had not 
been well in that city’s banking 
situation, but the disclosures had a 
minimum of effect upon stock 
prices in New York. Widespread 
discussions of Germany’s unsatis- 
factory financial state appeared to 
affect only that country’s bonds; 
other sections of the securities list 
apparently ignored foreign news. 
Maintenance of New York Cen- 
tral’s regular $6 dividend rate, how- 
ever, was seized upon as a bullish 
factor, and was followed by a gen- 
eral rally in stock prices. The 
opinion that the general market has 
been ‘‘sold to a stand-still”’ is gain- 
ing circulation, and the action of 
prices over the greater part of last week 
would seem to support such a contention. 





Recent strength in bond prices has been — 


encouraging in more ways than one. 
Inauguration of an upward trend in prices 
for secondary bonds has in the past 
usually preceded a similar movement in 
stock prices. This point has been so 
widely preached by stock market com- 
mentators.in recent months that many 
potential investors have been watching 





developments in the bond market with 
much more interest than usual, and con- 
tinuation of secondary bond improve- 
ment for a sufficient length of time would 
probably bring into the stock market 
substantial numbers of common stock 
investors for the purpose of making long 
pull purchases. : 

Whether or not somewhat lower stock 
prices will be seen over the coming weeks 


remains anybody’s guess; it does appear, 


near what will ultimately prove to 
be the low point of the long “hea, 
market of the ’30s.”’ Unpleasant 
news ahead of us, both the sort that 
is known, such as dividend redye. 
tions and unfavorable earnings 
statements yet to come, as well ag 
developments which may now he 
unforeseen, should combine to pre. 
vent any more than a “trading” 
market for the next month or go, 
In such a market lie the oppor. 
tunities for long term accumulation 
of sound investment issues at bar. 
gain prices. 


AAA 


Business Prospect 


Wigan conditions and_ prospects 
will probably play an increas. 
ingly important rdéle in the business 
situation over the coming several 
months. At the present time the 
outlook is particularly encouraging 
for the American wheat farmer, 
with the Canadian spring wheat 
crop estimated to amount to but 75 per 
cent as much as was harvested last year, 
and with European and other crops run- 
ning below normal. This situation is, of 
course, favorable for those railroads which 
operate in the Southwest, and large crops 
and higher prices should prove to be a 
very important factor in our own business 
improvement. 

Figures on the U. S. Steel Corporation’s 
(Please turn to page 22) 
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the present as a_ base. This 
indicator attempts to answer the 

uestion, how will conditions in 
the near term future compare with 
the present? 
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The Time Element in Past Depressions 
























































sions which have been witnessed 

during the fifty years prior to 1929 
discloses a marked similarity in the move- 
ments of such factors as general industrial 
activity, commodity prices and stock 
prices. Exceptions are easily found to 
any general rule which might be formu- 
lated, but it is only on the basis of what 
has gone before that we are able intel- 
ligently to predict what will probably be 
seen in the future, and for this reason an 
examination of movements of the past 
half-century may throw some light upon 
the present situation. 

In the first place, the ‘‘bottom” of no 
depression in the period under scrutiny 
has extended more than ten months. In 
other words, no more than ten months 
have elapsed from the time business 
ceased its declining trend until it began 
a definite upward movement with no 
important set-backs. It might be argued 
that if we were to go back to the 1874- 
1879 depression we would be forced to 
come to a different conclusion. However, 
we do not now have with us the currency 
ills which prolonged the duration of the 
“depression of the ’70s’’ and which also 
played an important part in the 1893 and 
1896 periods. As a matter of fact, the 
1893-1894 depression is the one which 
set the ten-month record. The next 
longest bottom was that of the 1896-1897 
period, which saw nine months before 
business assumed an uninterrupted climb 
back to ‘‘normal.” In both of the de- 
presions of the ’90s the course of stock 
and commodity prices followed their 
usual performance. Stock prices turned 
up before business did so, and commodity 
prices continued their decline for some 
months in the face of business improve- 
ment. 


A STUDY of the five major depres- 


Low Point of Industrial Activity 


With industrial activity reaching its 
low point in June, 1894, it had been pre- 
ceded by the low point in stocks, which 
turned up in January of that year. Com- 
modity prices, on the other hand, showed 
ho signs of a turn until the first quarter 
of 1895, establishing a lag of about six 
months. 

In 1896, business reached its extreme 
low in September; in thi: ‘astance fol- 
lowing stocks by but one month, with 
August having witnessed the worst in 
stock prices. Commodities, however, 
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lagged by nine months (the longest lag 
which has been seen in this item) and 
did not turn up until the second quarter 
of 1897. These two instances as well 
as several others prove that it is en- 
tirely possible for business to show no 
further recession despite the fact that 
commodity prices are still in a declining 
trend. 

In 1903, business, stocks, and commodi- 


ties hit bottom about the same time, the . 


low points for the two latter factors pre- 
ceding that of business by only one month. 
Bonds also turned up at the same time 
as stocks, in November, whereas the low 
point in trade came in December. As is 
sometimes the case, business here made 
a double bottom, rising from January, 
1904, to April of the same year, when it 
again slumped off until August before 
resuming an upward movement. While 
the duration of this depressionary period 
ran to nine months, its depth was not 
severe; as a matter of fact, business in 
1911 was no better than it was during 
a great part of the 1904 year. 


Commodities and Business 


Commodities again lagged behind busi- 
ness by about six months in 1907-1908. 
January of 1908 saw the nadir of indus- 
trial activity; stock prices had turned 
up two months previously, in November, 
1907, and bonds also hit their low point 
at that time. Commodities continued 
to sag, however, until June, 1908. A 
reversal of their trend coincided with the 
time business raised itself from the six- 
month bottom across which it had been 
moving, swinging from a point about 15 
per cent below normal to a level of nearly 
10 per cent above normal only a year and 
a half later. 

The war depression of 1914-1915 was 
the result of the outbreak of hostility 
in Europe, and thus the causes therefor 
were of a very special nature, and little 
of which is applicable to our present situa- 
tion is to be learned from it. 

The panic of 1920 ushered in a whole- 
sale deflation of all sorts of values. Com- 
modity prices had been rising vigorously 
for five years, and the extent of their 
decline in 1920 and 1921 had not been 
duplicated for more than 50 years. Com- 
modities appear to move in major cycles 
of about 50 years from peak to peak, and 
the general price trend over the next 30 
to 40 years will very probably be toward 


lower levels, although this movement 
should be interrupted from time to time 
by minor up-swings, one of which should 
put in its appearance during the latter 
part of 1931. 

The depths to which trade activity 
fell in 1921 had not been duplicated in 
any previous depression for which we 
have reliable statistics, reaching nearly 
30 per cent below normal. Nearly ten 
years later, however, we were to see this 
level exceeded in December of 1930. 
The 1921 absolute low was reached in 
March (despite the seasonal factors which 
usually foree a gain in that month). 
From March until July very little im- 
provement was discernible, and a seven 
months bottom was established. For the 
first time in more than half a century 
stock prices had lost their barometric 
value: Trade activity was moving across 
a low base, but was not becoming any 
worse. Stocks, however, continued to 
fall until August, a month after business 
had definitely turned upward, and all of 
five months after it had terminated its 
decline. Commodities reversed their 
trend in June, 1921, and undoubtedly 
provided a powerful incentive to the 
business revival which was to be initiated 
a month later. 


Wages Command Attention 


At the present time, developments in 
the wage situation are commanding 
major attention, and it is interesting to 
note that although business was estab- 
lishing its base during the second quarter 
of 1921, wages continued their fall until 
a year later, their low point being seen 
in the second quarter of 1922. 

Applying developments of the past to 
the conditions of the present, we arrive 
at the following points: Industrial activ- 
ity has been moving across a bottom 
which has extended six months. This is 
by no means unusual; previous bottoms 
have ranged from six months to ten 
months, and it appears that the present 
period will probably fall between these 
two limits. A declining stock market 
does not necessarily mean that the be- 
ginnings of business improvement will 
not be seen for some months to come; this 
is proven by the 1921 movements as well 
as the fact that stocks continued their 
advance to October of 1929 despite the 
fact that business turned downward in 

(Please turn to page 25) 








What’s Wrong with Real Estate Bonds? 





























NE of the saddest aspects of the 
O period of deflation through which 
we have been passing is to be found 
in the plight of the thousands of small 
investors who purchased real estate bonds 
several years ago in the belief that they 
were investing in securities representing 
close to the highest degree of safety, and 
have subsequently been faced with de- 
faults, loss of large parts of their original 
capital, and extremely low market quota- 
tions, even for issues upon which interest 
payments are being continued regularly. 
The situation is especially lamentable 
because so large a proportion of these in- 
vestors are of the ‘‘ widows and orphans”’ 
type who can ill afford to suffer any losses 
of principal or interest. 

The real estate bond business is com- 
paratively young, having grown up mainly 
in the past 20 years. Previously, real 
estate projects had been financed almost 
entirely through institutional mortgages, 
or purchase of entire mortgages by in- 
dividual investors. Then the idea was 
introduced of creating a mortgage in such 
a manner that bonds of small principal 
amounts and evidencing participation in 
the mortgage, could be sold to large 
numbers of small investors. The idea 
took hold quickly and was a great success. 
Here was the ideal investment for the 
individual of small means, combining a 
type of security which had always been 
regarded as being one of the most con- 
servative with an attractively high income 
return. 


High Regard for Real Estate Bonds 


For a long time, all went well, and 
investors throughout the country came to 
have a high regard for real estate mort- 
gage bonds. The conviction became 
prevalent that any bond which repre- 
sented a first mortgage on improved 
real estate was gilt edged. Under the 
laws of many states, a high percentage of 
all real estate issues qualified as invest- 
ments for trust funds. The business 
grew by leaps and bounds. Approxi- 
mately $10,000,000,000 principal amount 
of real estate bonds are now estimated 
to be outstanding. But—over one-quarter 
of this total is now in default. In the city 
of Chicago alone, where the real estate 
situation is particularly acute, over $400,- 
090,000 principal amount of real estate 
bonds are reported to be in default. 

A_recent report of the Real Estate 
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Securities Committee of the Investment 
Bankers Association of America contains 
an estimate that, of the approximately 
$10,000,000,000 principal amount of real 
estate bonds outstanding, $2,000,000,000 
are ‘‘in good standing with good record,’’ 
$2,000,000,000 ‘‘appear to be able to 
work out without foreclosure or loss,’’ 

2,500,000,000 face the probability of 
‘foreclosure or workout with small loss” 
(10 per cent to 25 per cent), $3,000,000,- 
000 will eventually result in “losses from 
25 per cent to 60 per cent when fore- 
closure and sale are completed,” and 
$500,000,000 are “incompleted, ill-con- 
ceived and misplaced buildings, including 
many leasehold and second mortgage 
bond issues. Losses in this class will run 
from 60 per cent to 100 per cent and items 
should often be entirely abandoned.” 
In other words, only about 40 per cent of 
the outstanding real estate mortgage 
bonds will, in all probability, be paid in 
full without any loss of principal to the 
investors. 


Good and Bad Bonds 


What were the causes of this terrible 
toll of small investors? Superficially, it 
might be said that the failure of the in- 
vestor to discriminate between good and 
bad bonds was responsible. The early 
experience of the investing public with 
real estate bonds had been so satisfactory 
that the small investor came to regard all 
real estate issues as good. This frame 
of mind naturally encouraged the forma- 
tion of many new bond underwriting 
organizations, a large number of which 
failed to adhere to conservative practice, 
and some of which were actually un- 
scrupulous and dishonest in their dealings. 
The inevitable result of such practices 
was serious loss to investors. 

However, looking into the situation 
more deeply, it becomes evident that 
over-speculation in real estate during the 
past ten years has been fundamentally 
responsible for much more of the loss to 
investors in real estate bonds than down- 
right dishonesty. During the war, the 
natural resources of the country and the 
energies of its people were directed toward 
characteristically war time activities, 
with the result that the construction of 
buildings for peace time pursuits was 
relatively neglected. For several years, 
domestic building construction was al- 
most at a standstill, while the country’s 


population and scope of business activity 
increased. After the war ended, there 
was a building shortage which, although 
by no means so acute as in the European 
countries, was sufficient to start the ball 
of real estate speculation rolling. It took 
the country several years to catch up to 
actual needs, and after this had been 
done, real estate promotions received an 
impetus of a less fundamental nature. 

Many people believe that the great 
speculative wave of 1924-1929 was con- 
fined to the stock market. This was by no 
means the case. It extended to real estate 
as well. The high rate of business activity 
and the general prosperity created new 
demands for all types of structures. New 
building construction not only satisfied 
that demand, but also anticipated the 
future. As in the stock market, unin- 
terrupted prosperity was ‘‘discounted” 
for several years ahead. As in the stock 
market, there were too many people 
buying, not for permanent investment, 
but with the intention of selling in a short 
time at a large profit. The analogy with 
the stock market holds in another respect, 
i.e., that many of the new promotions 
were ill-conceived and of poor quality. 

Inflation of this sort brings its own 
reaction and painful readjustments in 
real estate in very much the same manner 
as in the stock market. When the bubble 
bursts, there is bound to be a sharp drop 
in values and earnings of properties, 
followed, in the weaker situations, by 
defaults, receiverships, and foreclosures, 
all of which mean serious losses to the 
investor. 


Bunilemaatet Causes 


Without a doubt, excessive appraisals 
of properties, and subsequent issuance 
of bonds on the basis of these inflated 
valuations, were the most important fund- 
amental cause of the many defaults which 
have occurred in the past few years. 
Over-optimistic appraisals were, doubt- 
less, in many cases simply a product of the 
boom psychology. However, in many 
instances the motivation was more repre 
hensible, and there must have been many 
instances where promotors realized that 
the properties could never earn a fait 
percentage on the appraised valuation, 
even assuming the continuance of “‘g 
times.” It has unfortunately been the 
practice to issue bonds on the basis 

(Please turn to page 24) 
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A Moratorium for Germany? 


























THE NEW CHEQUERS GAME 


Germany (to John Bull): ‘’ You couldn’t take my last Pfennig, could you?” 








the stipulations of the Young 

Plan are a charge against the 
budget of the German Reich. As a re- 
sult of the world wide depression and 
aggravated by several internal develop- 
ments, the Reich’s budgetary position 
during the last two years has become 
very precarious. While revenues during 
this period showed a continuous shrink- 
age, expenditures—principally for unem- 
ployment relief—inereased sharply. The 
deficit for the fiscal year ended March 31, 
1930, was covered by loans and other 
credit operations. During 1930 this 
policy was continued and the proceeds 
of the Match Monopoly Loan had to be 
used to cover budgetary deficits. 

Drastic financial reforms, culminating 
in sweeping salary and wage cuts for all 
state and state-railroad employees, were 
accepted by the Reichstag last December. 
However, this step created only a slight 
and temporary relief and was not sufficient 
to stem the tide of increasing deficits 
which at the end of the 1931 fiscal year 
amounted to approximately $215,000,000 
with a further deficit of about $120,000,- 
000 expected for the first quarter of the 
current fiscal year. 


R tie stivuia payments, under 


Approaching the Limit 


Furthermore, the floating debt, which 
at the end of 1930 exceeded $350,000,000 
has been increased since, requiring fund- 
Ing into a long term debt. Measures of 
really Draconic character were announced 
last week by the Reich’s Chancellor, Dr. 

ruening, in order to increase revenues 
and decrease expenditures. But it ap- 
Pears that in this respect Germany is 
approaching the limit, where further cur- 
tailments would lower the standard of 
living to an extent which would be con- 
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sidered undesirable from a national as 
well as an international point of view. 
Under such precarious conditions there is 
apparently only one item (aside from a 
possible saving of about $50,000,000 an- 
nually for armament expenditures) in 
the budget which could be redueed—rep- 
arations payments. They figure in the 
1931-32 budget at slightly over $400,000,- 
000 of which $157,000,000 represents 
unconditional payments, not subject to 
any revision or postponement. 

Under the stipulations of Annex IV of 
the Young Plan, the German Government 
has the privilege, by giving at least 90 
days previous notice, to suspend for a 
maximum period of two years from its 
due date all or part of the transfer of that 
part of the annuity described as postpon- 
able. At amy time when postponement 
of transfer is in effect, but not until one 
year after it has become effective, the Ger- 
man Government has the right to post- 
pone payment for one year of 50 per cent 
of any sum, the transfer of which, is 
susceptible to postponement at that 
time. Upon the declaration of such a 
postponement the Bank for International 
Settlements will convene a Special Ad- 
visory Committee as set forth in Part 8 
of the Young Plan. This committee, 
consisting of seven members to be nom- 
inated by the governors of the leading 
central banks which formed the Bank for 
International Settlements, will consider 
the cireumtanees and conditions which 
have led up to the necessity for postpone- 
ment. However, this committee will 
act in a purely consultative capacity and 
its findings will have no effective force 
unless confirmed and accepted by the 
Bank for International Settlements as 
Trustee of the Creditors and if necessary 
by the Governments concerned. 

Inasmuch as the present German diffi- 


culties are not a matter of weakened 
exchange, the above method and privilege 
of asking for postponement of transfer 
of the postponable annuities, would by 
no means alleviate the present condition 
of the German budget. Therefore, it 
appears more likely that Germany will 
immediately petition for postponement 
of a part or the entire postponable amount 
of its annuities for two or more years, 
which would mean a moratorium in the 
full sense of the word. Such a procedure 
is very likely to be followed by a request 
for a radical revision of the entire repara- 
tions settlement which in turn would sub- 
stitute the Young Plan by another “‘defi- 
nite’’ settlement. Some justification for 
this step is established in the drastic 
decline in commodity prices and the 
increased purchasing power of gold since 
the time the Young Plan was formulated. 
While this plan was conceived with the 
idea of lightening Germany’s burden 
under the Dawes Plan and bringing its 
annual payments more in line with its 
capacity to pay, the price movements 
during the last two years have increased 
the real value of the German annuities 
by about 25 to 30 per cent. 


Standing of German Bonds 


With some form of a moratorium for 
Germany’s reparations payments a cer- 
tainty, im the near future, the question 
arises, how does this affect the standing of 
German bonds and what influence will 
it have upon the interallied debts and 
their payments to the United States? 
It is a general belief in the international 
banker’s community that such a mora- 
torium would probably result in a temp- 
orary selling move of German bonds at 
the various Stock Exchanges by those 

(Please turn to page 28) 
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An Appraisal of American Tel. & Tel, 


equity values which has been in 

progress since the closing months 
of 1929, and which was more accentuated 
in recent weeks, has largely effaced the 
gains recorded by a majority of common 
stocks during the past four years. While 
this trend has been followed by practi- 
cally all issues and, in the main, has 
been motivated by curtailed corporate 
earnings, it is difficult to reconcile the 
market action of many securities to 
corporate accomplishments. American 
Telephone & Telegraph is an interesting 
case in point. 

Although Telephone has declined ap- 
proximately 50 per cent from its 1929 
high, and is presently hovering around 
1927 levels, basic criteria employed in 
judging the stock’s value indicate the 
issue to be entitled to a substantially 
higher appraisal today than at any 
previous time in the history of the com- 
pany. Book value of the common stock 
at the end of last year was in excess of 
$135 per share as compared with $118 
at the beginning of 1927, annual revenues 
of the system have increased by upwards 
of $280,000,000, or 34 per cent, and net 
available for common in the depression 
year 1930 showed an increase of about 
29 per eent over 1927 earnings. The 
steady decline of the issue, however, in 
sympathy with general market condi- 
tions, has engendered the fear among 
lay investors that the big corporation 
has at last suecumbed to depression in- 
fluences and that future reports will 
make unpleasant reading for stock- 
holders. That such a belief has no basis 
in fact is clearly revealed by careful 
appraisal of accomplishments during 
the past few months. 


Operations in 1930 


Despite the general business conditions 
which obtained during 1930, the company 
succeeded in recording a gain in basic 
operations and gross receipts over the 
preceding year. This gain was small, 
however, compared to previous rates of 
growth. Although there was a net gain 
of 122,000 in number of telephones in- 
stalled last year, this falls far short of 
the gain of 821,400 recorded in the 
previous year. Increase in average 
daily telephone conversations in 1930 
amounted to less than 2 per cent, as 
compared with a gain of about 9 per cent 
in 1929 over the preceding year. Total 
operating revenues of the system last 
year amounted to $1,103,939,805, a 
gain of about $33,000,000, or 3 per cent 
over 1929, which compares with an in- 
crease in 1929 over the preceding year 
of $96,000,000 or 9 per cent. Thus ac- 
complishments of the company during 
the depression year 1930 may be char- 
acterized as a continuance of expansion 
precedents, but on @ mitigated scale. 
A somewhat less favorable showing has 
been made during the current year. In 
January, 1931, the system suffered a 
net loss of 28,000 in number of tele- 
phones installed; in February a further 
loss of 13,000 was recorded, while March 
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showed a gain of about 2,500, bringing 
the net loss for the first quarter to 
38,500. No. statistics are available 
showing the trend in telephone conversa- 
tions for this period, but it is reasonable 
to assume that an unfavorable com- 
parison with the first quarter of last 
year was recorded. 

Despite curtailed patronage in the 
first quarter of the current year, tele- 
phone operating revenues of the parent 
organization decreased but moderately, 
while total gross income increased $4,- 
523,679, or 6.3 per cent over gross of the 
March, 1930, quarter. Net income re- 
corded a commensurate gain, rising to 
$45,185,413 for the most recent quarter 
as compared with $40,616,939. Per 
share common earnings in the first 
quarter of 1931 amounted to $2.51 as 
compared with dividend requirements 
for the period of $2.25. The ability of 
the company to show increased earnings 
during a period of declining patronage is 
explained by the large proportion of 
revenues derived from non-operating 
sources. Parent company income is de- 
rived roughly as follows: 38 per cent 
from the direct operation of toll and 
long distance lines, 2 per cent from 
miscellaneous sources, and 60 per cent 
from interest and dividends received on 
investments in securities of subsidiary 
and affiliated companies. The large 
investment income of the parent com- 
pany has cushioned earning power against 
adverse operating conditions such as 
have been witnessed recently, as the 
conservative financial policies pursued 
by the subsidiary units have, in a major- 
ity of instances, permitted maintenance 
of previously established dividend rates 
despite moderate curtailment in operating 
profits. The exception to this is Western 
Electric Company which recently placed 
its common stock on a $3 annual dividend 
basis as compared with $4 previously 
paid. This will result in a reduction of 
approximately $5,900,000 in American 
Telephone annual income from this 


source, equivaient to about 33 cents per 
share of parent company stock. 

Although earnings available for the 
common stock of the parent company 
have averaged in excess of $11 per share 
per annum during the past several years, 














the $9 annual dividend disbursement, in. 


augurated in the third quarter of 1921, ° 


has remained unchanged to date. Rumors 
of a reduction in the present rate appear 
to have little foundation in fact; it js 
difficult to visualize developments, even 
under present adverse conditions, which 
would make such a step expedient. In 
addition to the regular disbursement, 
stockholders have been offered valuable 
rights from time to time forthe pur- 
chase of additional ‘common stock. In 
1922 these rights averaged $3.75; in 
1924, $3,68; in 1926, $6.22; in 1928, 
$14; in 1929, $5.50 and in 1930, $19, 
Stability of earnings and conservative 
financial policy pursued by the company 
give the issue certain investment at- 
tributes common to but few issues in the 
junior investment field. 

In attempting to gauge the capital 
enhancement possibilities of the stock, 
the fundamental financial policy of the 
company must be carefully weighed. 
Unlike a majority of corporate enter- 
prises in which stockholders are ultimate 
beneficiaries of surplus earnings accruing 
from astute operations, owners of Ameri- 
ean Telephone & Telegraph are con- 
mitted to share such profits with patrons 
of the company through management 
policy. This policy was tersely summed 
up in a recent report to stockholders. 


Statement to Stockholders 


“There is, in effect, one profit paid by 
the System and that profit is not and 
should not be large. The aim of the 
management—and it is the only aim 
that will protect inthe long run the 
safety of the investment of the hundieds 
of thousands of stockholders—is to con- 
tinue to furnish the best possible tele 
phone service at the least cost to the 
public. Extra or special dividends are 
entirely inconsistent with this aim and 
would be unsound. Earnings must, of 
course, be sufficient to permit the best 
possible telephone service at all times 
and to provide a reasonable payment to 
stockholders with an adequate margil 
to insure financial safety. Earnings in 
excess of these requirements will either 
ve spent for the enlargement and in- 
provement of service furnished or the 
rates charged for the service reduced. 
This is fundamental in the policy of the 
management.’’ 

The lure of ‘‘stock melons” and other 
forms of extra compensation (other than 
stock purchase rights) to stockholders 
are definitely absent in the Americal 
Telephone & Telegraph situation. How- 
ever, there appears to exist sufficient 
basis for the belief that earnings will 
continue to expand moderately over the 
coming years, commensurate, at least, 
with increasing capitalization necessary 
for improvements and extensions, whieh 
should substantially increase the intrinst¢ 
worth of the equity issue. Preset 
favorable price to earnings ratio offer 
the opportunity to discriminating 
vestors to participate in the proje¢ 
growth of the enterprise on a conserv® 
tive investment basis. 
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Steel—Its Status and Prospects 


TEEL ingot production for the 
S month of May, as reported by the 
American Iron & Steel Institute, 
totaled 2,505,485 gross tons, a daily aver- 
age of 96, 365 tons, representing opera- 
tions at 45.36 per cent of capacity as of 
the close of last year. The decline from 
the April daily rate of 104,711 tons was 
approximately 9 per cent and proved 
slightly more favorable than had been 
anticipated on the basis of the weekly 
estimates of operations made during the 
month by some of the trade publications. 
A year ago daily average output was 147,- 
515 gross tons for May in comparison 
with 158,057 tons for April, a decline of 
approximately 7 per cent. May produc- 
tion this year was approximately 35 per 
cent below May, 1930. For the first five 
months of 1931 total output was 13,182,- 
609 tons, a decline of nearly 35 per cent 
from the 20,160,084 tons produced in 
the same period of 1930. 


The Seasonal Movement 


The industry has now gone sufficiently 
far in its seasonal movement of the first 
half-year to make possible some compar- 
ison with the normal seasonal movement 
for such a period, in an effort to throw 
additional light upon the status of the 
industry at the present time. Following 
the sharp decline in ‘operations last De- 
cember to a daily average for that month 
of 76,136 tons, equal to 35.84 per cent of 
capacity, it was quite generally thought 
and predicted both within and without 
the industry that the normal seasonal 
trend of expansion to a March peak, fol- 
lowed by a recession to a July low point, 
would probably not be followed by the 
industry this year. Instead, a slow sus- 
tained advance was anticipated. 

When the figures for January, Feb- 
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ruary and March revealed a much more 
than normal seasonal gain over December 
the explanation was advanced that De- 
cember had represented an inordinately 
low point, considerably out of line with 
a level which would have been justified 
by the general rate of industrial and busi- 
ness activity. On this basis it was hoped 
that even if a moderate rate of gain could 
not be maintained, the recession in opera- 
tions during the second quarter would 
prove materially less than the usual sea- 
sonal decline for that period. The follow- 
ing tabulation of index numbers shows the 
amount of variation that has actually 
taken place during the past seven months 
in comparison with a normal seasonal 


variation based upon the years 1924 to 
1928, inclusive: 


Normal 
1930-31 Seasonal 
Month Relatives Relatives 
November....... 100 100 
December....... 86 97 
SAMUATG 20 ccc ces 103 103 
WPGUPUGEG 5 5 a: 5 ss 118 107 
po ee 130 111 
Lee A 118 105 
7, OS eee 109 100 


It will be noted that this tabulation 
clearly shows that last December rep- 
resented an unusually steep drop from the 
rate of November and that the sharp re- 
covery of January brought production 
back to a normal relationship with the 
previous November. Just as February 
and March showed a sharp rate of increase 
over January (about three times the usual 
seasonal variation) so the rate of decline 
in April and May has been materially 
steeper than the normal. 

The latest figures and estimates from 
the industry point to a further moderate 
decline in operations during June and 
some opinions have been voiced that 
July will do well to equal the low rate of 
output of last December. 


Sources of Demand 


The three major sources of demand for 
steel are the automobile industry, new 
construction and the railroads. Con- 
trary to expectations, automobile output 
showed approximately a 4 per cent de- 
cline in May as compared with April, 
whereas a 5 or 6 per cent gain had been 
quite confidently predicted a short time 
prior to release of the figures by the Na- 
tional Automobile Chamber of Commerce. 
It thus appears that April constituted the 
peak for that industry for the first half- 
year and that June and July are likely 

(Please turn to page 25) 
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POSITION OF THE BOND MARKET 


The Outlook for Various Classes of Bonds 
Bond Movements of the Week Analyzed 
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THE WEEK IN BONDS 
1930 1931 New Jan. Feb. Mar. Apr. May June July Aug. Sepe Oct. Nov. Dec. 
Offerings Average 
(000,000) Prices 
45 1 1 
95 
40 
90 
35 85 
30 80 
25 f. 
(%) 
20 58 
15 4 
10 3 
5 2 





New Offerings 






















during the past two weeks has 

centered largely in the refunding 
operations of the Treasury and political 
developments affecting international 
finance. The excellent reception accorded 
the new $800,000,000 issue of Treasury 
3%s of 1946-49, with tenders totaling 
over $6,000,000,000, received wide pub- 
licity, and had favorable effects upon the 
market for U. S. Government and other 
gilt-edged bonds. Of the tenders, $572,- 
106,500 represented exchange subscrip- 


‘Tee attention of the bond market 


Edited by GEORGE H. DIMON 


tions by holders of Treasury certificates holders of the Series C notes. 
maturing June 15. This financing repre- 
sents the first step in the conversion of the 
unwieldy short term debt into long-term 
bonds, and will be followed by other 
offerings of a similar character later in 
the year. The announcement of the call 
for redemption, on December 15, 1931, 
of the $451,000,000 314 per cent Treasury 
notes, Series C of 1930-32 which remain 
outstanding indicates a probability that 
a long term loan will be brought out next 
December and a conversion offer made to 


to note holders. 
3 points, 


ofier. 
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When the 
Series A and B notes were ealled in March, 
an attractive offer of conversion into the 
new Treasury 334s of 1941-43 was made 
Treasury 33s of 1941- 
43 are now quoted at a premium of about 
showing a substantial pape 
profit for those who accepted the exchang 





The probability of a bond issue in De 
cember does not preclude the possibility 
of another long term flotation in the 

















(New offerings aggregating less 
than $1,000,000 are not included) 
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NEW BOND OFFERINGS FOR THE WEEK 


Note: Coupon paying agents or trustees will supply complete lists of bond numbers called for redemption. 


Amount Interest Price Yield 
Name of Issue Offered Date or Basis % 
OR BO ees 5 | | ee ee a rr ae + ia Eee $2,310,000 J. & D. 0 @6«—-: 1. 75 
British Columbia carne ee a eae first Ce ere Ree” aes 2,500,000 ao BD. 100 5.00 
i de i alc sis ig); 5: ARM Scho Site" Sows w re ad a GR Ror erRTeCe te ere: 1,500,000 fd. 2 2D. 1c0 
New Bedford Gas & Edison Light Co.......... 35 a, es eee neers eee a” 1232 . 4,500,000 J. & D. 100 
coo. Oy OSL | ae ere eee Rs ee es ey es 1932-71..... 30,000,000 J. & D. aie 
a i EE Es 96 oie sic ww sin ae uo 6.5 200 0k Le ets 1941-65..... 1,000,000 JI-& J. % 
Pe OS ES Seer highway 3 4s & 4Ms.........1932-56..... 5,000,000 J. & D. . 
EEO SSeS cc escls css cps h sea sue ‘Lee Seen wen ane ey ee 2,300,000 A. & O. 102% 
(Except in cases of entire issues called amounts 
called for less than $10,000 are not included) Call Date 
Name of Issue : Amount Price Payable 
American Agricultural Chemical Co.......... first ref. mtge. 7 Ys “*A’’...... eee Entire 02% Aug. 1, 193! 
Bishop-Cass Investment Co.................. ce te TS a ee ee 1932-36..... $35,000 100 4-102 1% July 1, 193! 
Blackwell Lumber Co. (Idaho)............... first & ref. mtge. 5S.......... BONE <tc 50,00 100 July 1,193! 
eee ee go EES eee eee ae ee 2. RA Se 89,000 102% July 1, 193 
California, Oregon Power Co................. first & ref. mtge. 6s ‘‘B’’...... LY Ue 35,700 105% Aug. 1, 193! 
Campbell River Timber Co., Ltd............. RN So a as «hse 094 ara 65,000 101 July 1, 193! 
Dathart Public Service Co. .....cccccccccccvcs oe OSS ee. ee LD ——— Ser Entire 102 July 1, 193! 
Davies (Theo. BH.) & Co., L0d........ccsceeees MIE GUN: cance sce ssceee MY Jace s Entire 101% July 1, 19) 
Famous Players-Lasky Corp. | eS ae ROTEE EN Gal aekas sacar ses see lL. ees 37,000 101 July 1, 193! 
0 NS” eneg hehe ot eee ha nck tavrse~ewsoad Spee 119,000 100 Aug. 1, 19! 
General Motors Acceptance Corp...........-- ES Se ae oy a 2,941,000 102% Aug. 1, 193 
Great Western Power Co. of Calif............ first & ref. mtge. 6s ‘‘C’”’...... ae | wise kin Entire 106 Aug. 1, 193) 
Harrisburg Light & Power Co................ fret @& ret. mtec. 6s...... 200. i ie Entire 105 Aug. 1, 193) 
Se ees ERNE RUNES MAE 51. is: is0% 6 bs wh 0.9 0 2 3.5.0 wie oe ois Lc nes Seles waa 1 Eee 69,000 100 July 1, 193! 
SEIMEI AEIIID. bc vin ois oo. 6p os so a Ss wna pee first coll. lien 7s “‘A’’......... eee 118,000 100 July 1, 1% 
ey RN IDs 9 bb 6 'o's 0 ys e's 5010's bo WON first mtge. & coll. tr. 7s nis ee wie Sa 119,000 105 July 1, 193! 
Land Mortgage Bank of Warsaw.............. oo er | i ase 40,000 100 June 22, 1% 
National Hungarian Industrial Mortgage 
ee Ler aac so nue coh ve CFs mE es ccnwsupics evewe ee 88,000 100 Nov. 1, 1 
New Bedford Gas & Edison Light Co......... RS a oe J eee Entire 102 July 1, 1 
eee | ee eee re Sa Sa es ry 1949.2... Entire 110 Aug. 1, 193 
Oakman (Robert) Land Co................... ee) ery a ee oe. 85,000 101 July 1, 
Se BS cons, & ref. mtge. 5s ‘‘A’ ‘&' B1944 ere 63,000 ESE July 1, 193 
eA Se OS OS eee ee ee Eee OS Se 39,000 102% July 1, on 
Pennsylvania Glass Sand Corp................ Se ee ae ee eee: es. 58,000 105 July 1, oe 
Philadelphia Suburban Gas x Electric Co. | first & ref. mtge. 5s.......... se, Oe Entire 105 Aug. 1, i 
Philippine Refining Co., Inc.................. fo aa Ae ieee) 3.00 5c Entire 100 July 1, r 
ioutinen California Edison SSS ae | gen. & = RN OM ks 2 due te oT eoe Entire 103 Au 1, p= 
United States of America Treasury eT es Ue ES a 1930-32..... Entire 100 Dec. 15, He 
Watertown Light & Power Co................ cee aie: NE SME Re ate Bee? et 15,500 105 July 1,1 
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Selecting Sound 
Preferred Stocks 


By LESLIE J. LUNDY 
Editorial Staff, Tue FinanctaL Wor. 


EESTABLISHMENT of business 
R confidence and continued low in- 
terest rates must inevitably find 
reflection in higher prices for sound pre- 
ferred stocks. Pessimism and consistent 
liquidation of common stocks has had an 
adverse effect on the market price of this 
type of security with the result that many 
issues are selling on a better than 5 per 
cent yield basis whereas during normal 
periods a 4 to 344 per cent basis was not 
unusual. From present indications it 
would appear that the psychology of the 
general public is undergoing a subtle 
change with the realization that condi- 
tions are not as bad as expected and that, 
despite the fact that 1931 corporate earn- 
ings will, generally speaking, be lower 
than last year, not all companies are 
headed for receivership. 

The preferred stocks listed in the ac- 
companying tabulation offer appeal to 
investors who are not desirous of assum- 
ing the relatively high degree of risk in- 
volved in the purchase of equity issues 
and, at the same time, wish to obtain 
a higher return than is at present available 
either on short term obligations or high 
grade long term bonds. In every in- 
stance, dividend requirements were cov- 
ered by a comfortable margin last year 
and current evidence would indicate that 
disbursements are secure for an indefinite 
period. All of the issues are either non- 
eallable or are currently selling well be- 
low the redemption price and even if 
further weakness should be witnessed in 
common stocks, selected preferreds, such 
as these, should offer better than average 
resistance. 


BattimorE & Onto 4 per cent non- 
cumulative preferred stock currently 
yields 5.88 per cent and is selling about 12 
points below the high for the year. De- 
spite the low level of railroad earnings, 
dividends on the issue should be covered 
by a wide margin this year; current esti- 
mates place 1931 results at better than 
$5 a share on the common. Dividends 
on the preferred have been earned on an 


ee 


average of eleven times over the past five 
years. The issue is not redeemable and 
is the only preferred outstanding. 


CoMMERCIAL INVESTMENT TRusT 614 
per cent preferred ranks equally with the 7 
per cent preferred in all respects except 
dividend. Is redeemable at $110 a share. 
The capital strueture was simplified re- 
cently by the redemption of the 51% per 
cent convertible debentures, leaving a 
funded debt of approximately $28.1 mil- 
lions outstanding ahead of the preferred 
stock. Dividends on the first preferred 
stocks have been covered on an average of 
8.5 times in the past five years; in 1930 
they were covered better than 13 times. 


Diamonp Matcu 6 per cent preferred 
is of $25 par value and is thus entitled to 
cumulative dividends of $1.50 a share 
annually. It also participates share for 
share (up to 8 per cent) with the common 
in any further distribution after the latter 
issue has received $1.50 a share in any 
one year. The issue is not callable. The 
preferred stock was created last year as 
a result of a reincorporation of the com- 
pany under a more liberal charter. The 
company has no funded debt and the 
850,000 shares represent the senior capital 
obligation outstanding. 


Exectric Bonn & SHareE $6 preferred 
ranks equally with the $5 preferred as to 
dividends and assets. The 1,155,730 
shares outstanding have an active market 
on the New York Curb Exchange. For 
the past five years earnings have aver- 
aged $22.68 a share on the preferred stocks 
or better than 3% times dividend require- 
ments on the $6 preferred. Revenues of 
affiliated companies are holding up well 
and there is little question as to the safety 
of preferred dividends. 


GENERAL Motors $5 preferred stock 
was issued in exchange for the old 7 per 
cent preferred, 6 per cent preferred and 
6 per cent debenture stock. It ranks as 
the senior capital obligation of this lead- 

















ing motor car manufacturer, there being 
no funded debt. In the first quarter of the 
current year, despite adverse conditions, 
the company earned $15.50 a share on the 
preferred stock. Cash, marketable securi- 
ties and sight drafts alone ‘are approxi- 
mately equal to the par value of 1,875,366 
shares of preferred stock outstanding. 


INTERNATIONAL NICKEL controls ap- 
proximately 90 per cent of the world’s 
production of nickel and also engages in 
the mining of copper and other metals. 
Over the past few years the company’s 
status has changed somewhat and the 
greater portion of its revenue is now de- 
rived from manufacturing rather than 
mining operations. This has tended to 
stabilize earnings, thus enhancing the 
investment position of the company’s 
senior securities. The $7 preferred stock 
is the senior capital issue outstanding 
with the exception of $1,200,000 5 per 
cent purchase money notes. Preferred 
dividends have been earned on an average 
of 11 times over the past five years. In 
the first quarter of the current year com- 
pany earned $6 a share on the preferred. 


Los ANGELES Gas & EL&cTRIC is con- 
trolled by Pacific Lighting Company 
through ownership of all of the common 
stock. The 6 per cent preferred stock is 
listed on the New York Curb Exchange 
but the market there is inactive. It has, 
however, an active market on the Los 
Angeles and San Francisco Stock Ex- 
changes. The company has earned pre- 
ferred dividends on an average of about 
4 times since 1926. There are no other 
preferred stocks outstanding. 

(Please turn to page 25) 











STATISTICAL POSITION OF SELECTED SOUND PREFERRED STOCKS 

















Current Call Times Div. Current 1931 

Issue Market Price Earn. 1930 Yield High Low 
Baltimore & Ohio 4% non-cum................. $68 N.C. 9.10 5.88% 8014 65144 
Commercial Invest. Trust 614% cum............ 102 $110 13.53 6.37 104 102 
Diamond Match ($25 par) 6% cum.............. 26 N.C. 1.90 5.77 26 2436 
Electric Bond & Share $6 cum................-. 103 110 5.20 5.83 108% 101% 
General Motors $5 cum. ..........cccccccceeees 100 120 16.12 5.00 103% 95 
International Nickel $7 cum.................00 115 120 6.09 6.09 123 112 
Los Angeles Gas & Electric $6cum.............. 109 N.C. 4.08 5.51 110 10234 
National Power & Light $6 cum................. 100 110 7.53 6.00 10434 97 
Public Service of New Jersey $6 cum............ 116 N.C. 3.49 5.17 118 10934 
JUNE 17, 1931 iu 








BULLS 


AMONG 


AND 





THE 


BEARS 





These reviews were written immediately preceding closing time of this issue 


The ratings “A,” "B,"” "“C," “D," used in 


this department are taken from THE FINANCIAL WORLD’S Appraisal of Listed Stocks 





Allis-Chalmers 4 “3” 


Directors have approved the acquisition 
of the electrical divisiun of American 
Brown Boveri, which will further diversify 
Allis-Chalmers business in the electrical 
equipment field. The terms of the con- 
tract provide for the issuance of ap- 
proximately 62,000 shares of capital stock 
and $600,000 in cash. 


American Smelting 4 ~~ 


It is reported that operations of the com- 
pany on June 1 approximated 50 per cent 
of capacity. It is obvious that this low 
rate is a severe handicap on earning 
power, but it may be pointed out that 
recovery upon increasing demand should 
be comparatively rapid since the com- 
pany is a manufacturing rather than a 
mining enterprise. In the meantime, 
however, some question has arisen as to 
maintenance of the $4 common dividend 
rate. 
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American Steel Foundries4 “C” 


Dividend on the common stock has 
been reduced from $3 to $1 a share by the 
declaration of a quarterly dividend of 25 
cents a share. Reduction in rate was 
expected and reflects the unsatisfactory 
conditions that have prevailed in the 
railroad equipment field for the past 
twelve months or so. 





American Tobacco 4 —” 


Sales of ‘Lucky Strike” as well as of 
company’s two leading smoking tobacco 
brands, ‘‘Durham”’ and “Half & Half,” 
for the month of May showed a further 
increase. 


Bulova Watch 4 ~~ 


Annual report for year ended March 31, 
1931, published last week by Bulova Watch 
Company disclosed earnings of $791,521 
whereas a total of $896,875 was paid out 
in dividends on preferred and common 
stocks. Income account also shows that 
against a depreciation charge of $52,007 
made in the 15 months ending March 31, 
1930, nothing was charged off for that 
account during the 1931 year. Balance 
sheet contains the interesting item ‘‘Spe- 
cial loan account—officer . . . . $1,000,- 
000.” This interesting item may occa- 
sion some curiosity among stockholders 
as to the special reason for the borrowing. 
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Bush Terminal 4 He 


Recent weakness in the market for this 
company’s securities has apparently been 
due to fears that Bush Terminal might 
be adversely affected by abolition of free 
lighterage in the Port of New York, which 
is sought by the State of New Jersey in 
proceedings before the Interstate Com- 
merece Commission. Abolition of free 
lighterage, if approved by the Com- 
mission, would foster the development of 
the New Jersey side of the port at the 
expense of the New York and Brooklyn 
waterfronts, where the Bush Terminal is 
located. Jlowever, there are very strong 
indications that the I. C. C. will decide 
against abolition of free lighterage. 


Chicago, Rock Is. & Pacific 4 “C” 


The Rock Island’s new line between 
Trenton and Birmingham, Mo., has been 
completed and will be opened to freight 
traffic July 1. The new line, which is 76 
miles long, is in effect a double-track 
section, and will shorten the distance 
between Kansas City and Chicago by 
about nine miles. However, because 
of the requirements for financing this 
new construction in a period of re- 
duced traffic and revenues, a further 
reduction in the dividend rate on Rock 
Island common stock to an annual basis 
of $4 per share was necessitated. 


Congoleum Nairn 4 7 


Stockholders of company have voted 
authorization to retire a block of 251,026 
shares held in the treasury, thereby re- 
ducing the number of outstanding shares 
to 1,390,000. President stated that posi- 
tion of company had improved somewhat 
since February and that present operation 
showed a fair margin of profit. 


Container Corp. 4 “D” 


Uncertainty exists as to continuance of 
dividends on 7 per cent preferred stock. 
Unfavorable conditions in the industry 
have affected the company’s earnings for 
some time. 


Eastman Kodak 4 “A” 


According to a recent statement by 
George Eastman, chairman, sales for the 
first twenty weeks of 1931 have been 
running at approximately the same level 
as 1928. While domestic sales are off, 








RATING CHANGES 


Subscribers should revise ratings according 
to the following changes in order to bring 
their Financial World Appraisal ratings up 


to date. Reasons also given. 
PPP PTI Tree AtoB 
Small dividend margin 
Standard Oil of N. Y........... B to C 


Affected by unsettled oil conditions 
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export business has been ahead of the 
same period of 1930. 


Firestone Tire 4 ey 


For the six months ended April 30, 1931, 
company reported a consolidated net 
income of $2,908,553 as against $2,320,118 
for the corresponding period of the pre- 
vious fiseal year and $1,541,000 for the 
entire fiscal year ended October 31, 1930. 
According to the president’s statement, 
raw materials, finished products and 
commitments were inventoried at market 
prices at the beginning of the fiscal year 
and with subsequent purchases made at 
favorable prices no further inventory ad- 
justments were considered necessary. On 
November 1, 1930, spot rubber was 
quoted at around 834 cents per pound 
as against 614 cents on June 10, 1931. 


Florsheim Shoe A 4 — 


Operations for the six months ended 
April 30, 1931, showed a net income of 
$414,852 as compared with $1,133,638 
for the corresponding period of the pre- 
vious fiscal year. This is equivalent to 
75 eents and $2.53 respectively, for the 
company’s class A stock. The president 
attributed the decrease in part to the 
substantial inventory adjustments made 
in the wholesale and retail divisions. 


Fox Film A 4 — 


A wholesale cleaning out of practically 
all the directors representing the old 
interests in the company took place at 
the stockholders’ meeting last week. 
They were replaced by representatives 
of strong banking interests. Although, 
according to a statement of the company’s 
president, the motion picture industry had 
suffered less from the general depression 
than almost any other business, the man- 
agement found it necessary to reduce the 
dividend on the A stock to 621% cents per 
quarter as against $1 paid previously. 


ecg 


General Printing Ink 4 


Reported that sales for the first four 
months of the current year were lower 
as compared with the same period in 
1930, but due to economies the percentage 
of profits to sales did not decrease in 
proportion to the sales decrease. 


Melville Shoe 4 “MF 


Sales for the first five months of the cur- 
rent year amounted to $11,026,000 as 
against $11,251,000 for the corresponding 
period in 1930, a decline of about 2 per 
cent. While volume of shoes sold showed 
an increase, decline in dollar value re 
sulted from lower prices. 


National Cash Register 4 “ 


Company operated in the “black” during 
April after reporting a deficit of $373,188 
in the first quarter. It is understood 


that the April profit was sufficiently larg® 


to offset the first quarter loss and that 
THE FINANCIAL WORLD 
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May had shown further improvement 
despite the fact that figures on foreign 
operations were not then available. The 
April improvement came largely from 
domestic operations. 


National Dairy Products 4 “— 
Business so far in the current year is 


probably somewhat behind that of last 


year. Earnings for the first quarter were 
dightly less than in the same period of 
1930, but company’s president stated 
that common dividend was earned by a 
emfortable margin in the first four 
months of the current year. Normally, 
sales and profits in the last half of the 
year should exceed those of the first half 
hecause the hot summer months are more 
profitable. In past years, ice cream sales 
during the summer months have been 
quite lucrative, but the season imme- 
diately ahead may not prove as profitable 
due to an impending ice cream price war. 


| National Tea 4 “co 


Sales for the month of May in the current 
year were 3 per cent larger than those of 
April but 11 per cent below May of 1930. 
Unless June sales show substantial im- 
provement, indications are that earnings 
for the second quarter of the current year 
vill show a sharp decline as compared 
wih the second quarter of 1930, when 
11 cents per share was earned. 


Pan Amer. Petr. & Trans.4 ‘“(C” 


Following release of 1930 report showing 
substantial increase in earnings contrary 
to the general trend of the industry, 
directors declared a 40-cent dividend on 
the common and class B common stocks, 
ayable July 20. This is the first dis- 
bursement since 1927, but can not be 
onstrued as definitely establishing a 
rgular rate since future payments will be 
governed by the then existing conditions. 
Standard Oil Company (Indiana) is re- 
ported to own over 95 per cent of the out- 
sanding shares of these two issues. 


Phelps Dodge 4 — 


Dividend rate has been cut in half to a $1 
anual basis, having been reduced with 
the January 2 payment from a $3 to a 
2 basis. Company is a well integrated 
mit and the leading factor in the South- 
western mining district of the country. 
Merger with Calumet & Arizona is con- 
‘dered a probable future development. 


St. Louis-San Franeisco 4 — 


‘pplication has been made to the Inter- 
tate Commerce Commission for per- 
lission to issue $18,316,000 five-year 
‘per cent consolidated mortgage bonds. 
Of this issue, $10,000,000 is expected to 
sold without public offering by a syn- 
licate headed by Dillon, Read & Com- 
pany and the Chase Securities Corpora- 
lon of New York, in order to meet the 
haturity of $9,342,000 general mortgage 
nds on July 1, and the remainder will 
tobably be issued as collateral for the 
"newal of $4,500,000 short term notes 
ld by banks, maturing at various times 
ling the summer. All of the financing 
leds of the Frisco appear to have been 
tken care of by these arrangements. 
‘tnouncement of plans for meeting the 
Mending maturities was followed by a 
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‘bstantial recovery in the market for 
he road’s securities, which had been 
{iressed to very low levels by fears of 
ei2ults, 
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HIGHS vs. LOWS 


A clear indication of the general 
character of activity in the stock 
market recently is given by a day- 
to-day compilation of the number of 
issues making new high prices and 
new low prices on the New York 
Stock Exchange in the 1931 period. 








Date, 1931 Highs Lows 
June ae 3 23 
June ee 1 16 
June | SPICER 2 10 
June None 18 
June eee None 15 
a ne None 13 
St. Louis-Southwestern 4 “Cc” 


Securities of this road continue under 
pressure because of the very poor earn- 
ings record for the early months of 1931, 
and also the recommendation of the 
Interstate Commerce Commission exam- 
iner that the application of the Southern 
Pacific to acquire control be denied. 
However, the recommendation of the 
examiner may not be followed by the 
Commission. In the meantime, some 
improvement in traffic and earnings is in 
evidence, and should be reflected in 
operating statements for the summer 
months. 


rs 
Sears, Roebuck 4 by ay 
Due to the usual seasonal stimulation 


‘following mailing of midsummer flyer 


catalogue, mail order business during the 
past several days has shown some pick-up. 


Sinclair Consolidated 4 — 


Despite strong financial position of com- 
pany directors have decided to omit com- 
mon dividend payments pending return 
of more settled conditions in the industry 
and recovery of earning power. The last 
two quarterly disbursements were at a 
$1 annual rate, which represented a 
halving of the previous $2 rate. 


Sparks-Withington 4 “—D” 
Prior to 1925 company’s business was 
concentrated largely in the manufacture 
of automobile horns. In recent years 
production of radio sets and related 
equipment has constituted major portion 
of business. Announcement has just 
been made that the company has de- 
veloped a home talking movie machine, 
known as the Visionola. 


Thompson (J. R.) 4 “| 


Recent declaration of 25 cent quarterly 
dividend, payable July 1, marks the second 
reduction of the rate in the current year. 
A quarterly dividend of 50 cents was paid 








A WELL BALANCED 


INVESTMENT PORTFOLIO 
Group % 
oe ib ace Sound Bonds ...... 25 
ll.... Sound Preferreds ....25 
Ill. . Sound Common Stocks ..25 
IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 
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April 1, prior to which 75 cents was paid 
January 1. New management, which 
took hold early in the current year, 
embarked upon a rehabilitation program 
to disengage company from real estate 
activity and concentrate efforts in the 
restaurant business. 


Tide Water Associated 4 — 


Company’s two leading subsidiaries have 
reduced their dividend rates in reflection 
of continued unfavorable oil conditions. 
Associated Oil, one of the important 
West Coast units, cut payments from a 
$2 to a $1.40 basis, while Tide Water Oil, 
operating in the Mid-Continent and 
Eastern sections, reduced its rate from 
80 cents to 60 cents per annum. These 
actions tend to confirm the opinion re- 
cently expressed in these columns that the 
parent company is unlikely to continue 
its 60-cent annual rate, which has been 
paid semi-annually. 


Warren Bros. 4 ys 


Declaration of the regular quarterly divi- 
dend of 75 cents a share is scheduled at 
the next directors’ meeting, according to 
well founded reports. Maintenance of 
the rate, however, depends on earnings 
during the latter part of the year. It is 
understood that revenue from foreign 
sources is not coming up to expectations 
but that domestic business has shown a 
substantial improvement over last year. 
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Westinghouse Electric 4 “B” 


Reports that company would acquire 
properties and certain equipment of Inter- 
national Combustion Engineering Cor- 
poration were termed “erroneous” by 
the president. He stated, however, that 
this did not mean that the proposition 
had not been considered or that it would 
not be given further consideration. 
There is not, however, according to the 
president, any immediate prospect of a 
merger or consolidation. It was re- 
ported recently that the East Pittsburgh 
plant of Westinghouse would increase 
operations and that men were being 
recalled. 


Westvaco Chlorine 4 “<r 


After having reported earnings of 82 cents 
per share for the first quarter, the com- 
pany’s business slowed down substan- 
tially and results for the second quarter 
are expected to be not greatly above the 
current dividend requirements of 50 cents 
per share. Prices for the company’s 
products so far in 1931 have been fairly 
stable and the decline in earnings is 
principally attributed to a shrinkage in 
volume of business in various industries | 
served by the company. Sales of sodium 
phosphate, used in the silk industry, 
witnessed the heaviest decline as a result 
of curtailed production of silk manufac- 
turers. Demand for chlorine and caustic 
soda, of which the company is one of the 
largest producers, also slowed down. 


13 
























MERGER TRENDS 


IN THE 


OIL INDUSTRY 


























N JUNE 3, the Department of 
(6) Justice in Washington announced 

‘ that it would not appeal to the 
Supreme Court on the decision handed 
down by the Cireuit Court of Appeals 
in St. Louis last February, which ruled 
that the proposed merger of Standard 
Oil Company of New York and Vacuum 
Oil Company would not be in violation of 
the Standard Oil dissolution decree of 
1911 and would not constitute a violation 
of the Federal anti-trust laws. This ac- 
tion leaves the way open, insofar as legal 
obstacles are concerned, for completion 
of a merger plan which was originally 
agreed upon by directors of the two 
companies in February, 1930. This plan 
provided that a new company, to be 
known as the General Petroleum Cor- 
poration, should acquire the two older 
companies on a basis of exchange involv- 
ing three of its shares for each Vacuum 
share and one share for each Standard 
Oil of New York share. At this time, the 
Vacuum and Standard shares were selling 
in the market at approximately a three-to- 
one ratio. 


The Merger Plan 


It was planned that the two subsidiary 
companies under the merger should main- 
tain their separate identities and operate 
under their previous names in order to 
conserve the good will and trade marks of 
both companies. This plan was never 
brought to stockholders for a vote, and 
there is some question whether the 
approval of Standard Oil of New York 
stockholders could be secured under 
present changed conditions, since Vacuum 
is now selling at only slightly more than 
twice the price of Standard and the latest 
reported book values stand in even smaller 
ratio to each other. Officials of both 
companies have refused to give any 
indication, however, as to whether the 
original plan would be attempted, a new 
basis of agreement drawn, or the project 
dropped, at least temporarily. It appears 
to be quite generally believed that over a 
period of time merger of these two units 
would distinctly strengthen the position 
of the combination in this country, and 
perhaps more particularly in its world- 
wide operations. 

The decision of the Department of 
Justice not to appeal to the Supreme 
Court was very favorably received within 
the oil industry and throughout . the 
security markets. It immediately gave 
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rise to renewed discussions in stock 
market and oil industry cireles as to the 
probable effect upon merger trends in the 
oil industry, particularly as affecting 
other members of the original Standard 
Oil monopoly. 

The decision of the Lower Court last 
February made it clear that in the opinion 
of that body any future consolidations of 
this sort would be subject to consideration 
and determination upon their own in- 
dividual merits and the facts and cireum- 
stances which might at that time be 
present. It would appear, hdwever, that 
the decision has established some basis 
for believing that mergers between former 
subsidiaries of the Standard Oil monop- 
oly would not be considered in violation 
of the dissolution decree unless an un- 
reasonable restraint of trade through 
elimination of competitive conditions 
was shown in the individual ease, in which 
event such a union would be subject to 
attack under the Sherman anti-trust 
laws without respect to the decree of 1911. 

Strictly speaking, of course, this de- 
cision has no bearing upon merger efforts 
among the so-called independent oil 
companies, such as the consolidations 
under consideration by Sinclair with 
Prairie Oil & Gas, Prairie Pipe Line, 
Tide Water Associated and Rio Grande 
Oil. However, it is possible that under 
present conditions any development which 
tends to lift the cloud of gloom which 
overhangs the industry might have some- 
thing of a stimulating reaction in this 
direction. 

It is not definitely known that merger 
negotiations are under way at this time 
between other former Standard Oil 
subsidiaries, but recent discussions of pos- 
sible combinations which might reasonably 
be worked out have included the follow- 
ing: Atlantic Refining with Continental 
Oil, Standard Oil of Kentucky with 
Prairie Oil & Gas or Standard’Oil (N. J.), 
Standard Oils of Kansas and of Nebraska 
with Standard Oil of Indiana or Prairie 
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Oil & Gas or Standard Oil (N. J.), Stand- 
ard Oil of Ohio and Ohio Oil, or Standard 
of Ohio with Standard of Indiana or 
Standard Oil (N. J.). 

The most important, and the most 
widely discussed, potential merger among 
the Standard companies is Standard Oil 
(New Jersey) and Standard Oil of Cali- 
fornia. These two companies are among 
the largest in the world in this industry, 
and this combination would have total 
assets around $2,500,000,000, and would 
form a nation-wide and world-wide oil 


even than the huge Royal Dutch-Shell 
group. These two companies have never 
encroached upon each other’s territories, 
and there would, probably, be little 
difficulty in showing that their combina- 
tion would not result in any unreason- 
able restraint of trade. - It is known that 
in past years discussions looking to sucha 
merger have been held and it is reported 
that the Department of Justice was at 
one time approached as to its attitude 
toward such a combination. It is said 
that the Department expressed the opin- 
ion that the 1911 dissolution decree 
would make such a merger impossible, 
but it may be noted that this opinion was 
rendered prior to the Standard Oil of 
New York-Vacuum case. 





Question of Reacquisition 


Those familiar with the 1911 decree 
state that it dealt much more specifically 
with the question of reacquisition of any 
of the former subsidiaries by the parent 
company than it did with possible future 
consolidations between any of the sub 
sidiaries. It is therefore probable that 
merger of the New Jersey and California 
companies would have to be passed upol 
by the Supreme Court with regard to this 
specific point. This same question woul 
of course arise in any of the before met 
tioned possible consolidations involving 
the New Jersey company. 

It would be, of course, premature # 
this time to make any specific predi¢ 
tions as to future mergers along thes 
lines, but it may perhaps be anticipated 
that the indication of a not unfavorable 
reaction in the Judicial Branch of the 
Federal Government may prove stimulat 
ing to the oil industry in its efforts ® 
solve its many problems through the 
merging of individual units to brim 
about a greater degree of rationalizatio 
within the industry. 
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Conrivence is the most important asset 
in life’s balanee sheet. When it is absent, 
the unalterable effect on human activi- 
ties is a slackening in achievements. With 
this conclusion there can be no dispute, 
for wealth and profits can be created only 
through our own efforts and by no other 
agency. 


W: HAVE allowed our confidence to 
seep away. In place of the vitalizing 
foree of energy, extreme pessimism holds 
sway and the result is that the motor in 
our machinery has run down to where it 
is now only murmuring. Unless we can 
get hold of hour nerves and contemplate 
our actual condition with normal reason, 
we can not expect to clear the cogs which 
impede our industrial operations. 


Tus is not the usual American spirit of 
daring and progress. It is not like us to 
allow our fears to control us for long. 
We should and we will snap out of it, and 
that will be as soon as the realization 
returns that it is our state of mind which 
has permitted the drastic deflation to 
reach the excess it has, and for which there 
is no justification in the wealth and the 
natural resources of America. How use- 
less all this waste has been will become 
apparent when calm reason displaces the 
current spirit of defeatism. 


I THE populace could forget that there 
were such a thing as the stock market for 
only a month, the effect would be ex- 
tremely beneficial on sentiment. It has 
exerted a powerful influence in shaping 
our thoughts because of the great mass 
of securities the ownership of which is 
vested in the populace. They measure 
their wealth by the computation put upon 
it by the daily fluctuations and, witness- 
ing it declining, a depressing effect is 
imposed upon the public spirit. 


Tux public reads in the newspapers that 
since 1929 the shrinkage in securities has 
been over fifty per cent. They note that 
commodity prices have suffered almost 
as great a decline but they fail to recog- 
nize that a greater part of it is simply a 
reflex of their own action. Instead of 
appreciating what are real, intrinsic 
values, timidity induces them to consider 
current quotations (established by a 
highly artificial barometer, which is what 
the stock market is now) as reflecting 
actual conditions. This they do not do; 
instead they are acting as an outlet for feel- 
ings, providing a dumping ground for 
values, and giving only cents for securi- 
ties which are worth dollars when prop- 
erly appraised on the basis of actual 
worth. 


=== are to be expected, 
since there must be a balance between 
optimism and conservatism, but each in 
its turn can run to extremes. In our 
ease, and considering the enormous wealth 
the country has accumulated, it is ap- 
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parent to any 
clear and cool 
thinking indi- 
vidual that the 
deflation is ex- 
tremely ex- 
cessive and 
unwarranted, 
and moreover our refusal to exert our- 
selves in a constructive spirit is largely 
responsible for this situation. 





Some won’t buy because they are afraid. 
Others hold off because they think that 
by waiting they will secure what they 
need much cheaper. As long as _ this 
attitude controls our actions, how can 
we expect to stimulate the law of demand 
and supply into coordinate process? Our 
trouble is chaotic disorganization. We 
prate about overproduction without rea- 
lizing what great proportion of the world’s 
population is not in a buying mood be- 
cause of restraints placed upon it. Such 
irrefutable facts are glossed over in our 
refusal to see what could happen if only 
we exerted ourselves instead of allowing 
our actions to be guided by what has 
occurred. 


Ox THE restoration of confidence de- 
pends our recovery from extreme defla- 
tion. It will inject a great stimulus in 
the demand for all the things which we 
consider essential to our material welfare 
and progress. It would put back in the 
forces of demand a spinal column which 
would soon dry up the supply which is 
responsible for lowering of prices in the 
absence of buying power. Faith is what 
we most need now. Faith, added to 
our potential resources. 


In ouUR possession are the tools with 
which we can reestablish ourselves on a 
normal basis, but those tools are as useless 
in accomplishing anything as is a cargo 
of gold sunk in the ocean. It takes 
human hands and human minds to make 
these tools serviceable. Put this idle 
capital back to work, which can only be 
done when we resolve to set our minds 
to working, and the tables will surely 
turn. 


W irs this change we soon would wit- 
ness the reestablishment of our equity 
values in our securities upon a normal 
basis and much of the billion-dollar paper 
losses which are so much discussed would 
vanish. How quickly such a transition 
ean take place was demonstrated by the 
rally in the stock market that recently 
took place. 


Waar that rebound illustrated was the 
exhilarating effect which real demand can 
impart when a scarcity of supply prevails. 
If it proved anything, it proved what 
reviving confidence could accomplish in 
bringing about increased stability and 
furnishing a basis for renewed confi- 
dence and growth. 
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. VORMALLY, a preferred = stock- 
N holder is a senior partner of a 
corporation, who has invested 

rather than loaned his funds, in con- 
sideration of a first call on all its earninzs 
available for dividends. Out of these 
earnings, this senior shareholder is en- 
titled to dividends at a fixed rate per 
annum, not exceeding the percentage or 
amount stipulated. Usually, no voting 
power is conferred on preferred stock- 
holders so long as preferred dividends are 
paid. However, in some eases these 
senior holders might assume control 
through voting power under certain 
conditions, such as failure to declare and 
pay one or more preferred dividends. 
Such control of course, is only temporary. 


Voting Power Rights 


There is no legal obligation on a corpo- 
ration to pass control by voting power 
or otherwise to preferred holders by virtue 
of failure to earn or pay dividends. 
The rights of such holders covering 
possible deferred voting power, as well 
as conversion privileges (if any), redemp- 
tion features in whole or part, callable 
price (if callable), and rights of holders 
in the event of liquidation or distribution 
of the corporation, are usually engraved 
on the certificates. Difficult as it is to 
make such a recommendation, preferred 
shareholders are urged. to read these 
conditions carefully. A reading glass 
will, nearly always, be necessary. Corpo- 
rate practice in printing certificates in 
small type will not be modernized for a 
while, but investors should not enter into 
a partnership, nor embark on any con- 
tract, without knowing all the terms 
and conditions thereof. When deciphered 
and understood, a typewritten abstract 
of such ‘printed terms, should be 
made and attached to the certifi- 
cate. 

The preferred stock is a fairly modern 
device in American corporate financing, 
and became a more popular form of 
highly conservative stock investment 
by the latter 1890s by individuals and 
institutions who then considered railroads 
the great, safe medium for stocks, and 
desired more assured stability as to in- 
come, and greater immunity from violent 
yearly fluctuations in their capital in- 


vestments. Some of the old line railroads 
like Atchison, Union Pacific, Great 
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Chapter V 


SHIFTING FROM CREDITOR TO PARTNER STATUS 
—25 PER CENT IN PREFERRED STOCKS 


By VICTOR DE VILLIERS 


to Buy Low and Sell High,” etc. 


Northern, Chicago & Northwestern dur- 
ing their reorganizations saw the ad- 
vantage of giving the customers what 
they wanted, and their capital structures 
were fortified by the then relatively new 
method—preferred stocks. Atchison and 
Union Pacific stood aloof with non- 
cumulative issues without further induce- 
ments. Chicago & Northwestern (also 
non-cumulative) preferred carried a divi- 
dend of $7 plus participating rights 
with its common stock of an attractive 
enough character to put the preferred 
stock up to an average of $250 for some 
years. Great Northern preferred, never 
having issued a common stock, through 
valuable rights, distributions melon- 
cutting (and ‘“‘manipulation”’) became 
worth $348 a share in 1906. Veteran 
systems like Lackawanna, Delaware & 
Hudson, New York Central, Pennsyl- 
vania, New Haven, and many others 
did not apparently favor the preferred 
stock idea, and where others eventually 
fell in line, the dividend rate was usually 
4 or 5 per cent—non-cumulative. 

Financing through the medium of 
cumulative preferred stocks was subse- 
quently left largely to the general in- 
dustrial group, that by reason of the 
more “speculative” atmosphere  sur- 
rounding industrials at that time, were 
compelled to offer higher dividend rates, 
usually 6 or 7 per cent. It was found 
convenient, also, to adopt the rather 
uniform par value of $100 a share. With 
a few exceptions, the latter par value 
prevails in the preferred stock field. Of 
a total listing of 429 preferred stocks on 
the New York Stock Exchange, only 87 
issues have no par value. The latter, 
on a dividend basis in terms of dollars, 
are largely public utility issues (an en- 
tirely modern idea, by the way!). Natu- 
rally, those on a dividend basis in terms 
of percentage have a par value. 


The ’’Cumulative’’ Feature 


Whether or not an investor should give 
absolute preference to a cumulative 
rather than a non-cumulative issue is 
questionable. All ‘‘modern’’ issues are, 
in fact, cumulative. This feature allows 
latitude and flexibility in conserving 
earnings during bad times, by deferring 
all or part of dividends for a while, and 
restoring regular and back dividends 
when good times come along again. The 
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holder of non-cumulative preferred stocks 
will win or lose by the payments in any 
current year, and not otherwise. 

Neither class of preferred shareholder 
has a legal claim for dividends unpaid in 
any year, in the ordinary sense, since 
earnings must be clearly ‘“‘available for 
preferred dividends,” before any board 
of directors can possibly declare them. 
Elaborate, costly, and complicated law- 
suits have oceupied the courts as to the 
rights of non-cumulative preferred share- 
holders whose dividends have ~ been 
skimped to store up a reserve, and subse- 
quently (as alleged) distributed to both 
classes of stockholders. Investors with 
a legal turn of mind might look up the 
famous Southern Railway lawsuit on 
this subject. Then again, cumulative 
preferred stockholders have beseeched 
the courts to pay them current and back 
dividends out of reputed large earnings 
where the corporation has been accused 
of withholding income unduly. The 
International Mercantile Marine fight 
in the courts furnished much legal wisdom 
and obscurity on the subject. We will 
not attempt to generalize; the subject is 
too deep for the average investor. 


Dividend Maintenance 


Large established corporations, of na- 
tional repute under conservative manage- 
ment, manufacturing products or furnish- 
ing services in general use (not in the 
luxury or specialty class), and whose 
capitalization has not been devised on a 
Utopian scale, can and should be able to 
pass through a period of ‘‘bad times” or 
even a major depression, and maintain 
dividends on its preferred stocks. In 
the past thirty to fifty years we have 
had many major depressions without 
affecting the preferred dividends of our 
major corporations, whether they refine 
sugar, manufacture steel, provide rail- 
road service, or make cigarettes. 

Of the 1,297 stock issues listed on the 
New York Stock Exchange, representa- 
tive of every class and variety of Ameri- 
can industry, 429 issues are preferred 
stocks—almost 33 per cent of the list. 
Of these latter, about 25 per cent have 
either reduced or omitted their dividend 
payments recently. Of these 100 or 
more corporations who have found it 
necessary through this major depression 
to ‘‘conserve their resources temporarily,” 
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there. has been few surprises that such 
action-was rendered necessary. Instances 
of real shock are the exception rather 
than’ the rule. Many cases of over- 
expansion, over-capitalization, and under- 
fortification in better times are plainly 
apparent. “With many, their troubles 
are evidently of a temporary nature. 
With others, a readjustment to normal 
rather than boom times was inevitable 
in any event. On the whole, the entire 
record is a creditable one, proving con- 
elusively the desirability of average re- 
sults and relative safety for the preferred 
stock investor who will observe the rule: 
25 per cent in good preferred stocks, with 
due regard for the absolute necessity of 
wide diversification. 

What is a good preferred stock? The 
rating system adopted by Tug FINANCIAL 
Wortp in its monthly Independent 
Appraisals of Listed Stocks points the 
way to further and more critical analysis. 
Those rated ‘‘A”’ are very sound, and in 
many cases thoroughly gilt-edge. Those 
rated ‘‘B” are good investments in a 
diversified portfolio. We should say, in a 
general way, that we prefer the pre- 
ferred stocks of the leading, large corpo- 
rations of our national, basic industries, 
with a long record of consistent earnings, 
and dividends payinents on both common 
and preferred stocks. Corporations that 
have passed through major depressions 
previously, and have been able to main- 
tain preferred dividends under such 
circumstances, are worthy of your con- 
fidence. Such a test is proof of ‘‘season- 
ing,’ conservative management, justified 
capitalization, and probable continued 
and greater growth in the future. 


Preferred Stock Records 


The necessity of a previous test in a 
major depression, and a corporation’s 
ability to ‘“‘snap out of it” afterwards is 
apparent when we recall the disastrous 
consequences of stubborn adherence to 
mere names, ancient repute, or precedent 
without watchfulness, as to whether an 
industry is in a temporary setback or a 
permanent decline. Not a decade ago, 
it would have been considered heresy to 
class the preferred stocks of the Virginia- 
Carolina Chemical Company, U. S. 
Rubber Company, American Woolen 
Company, American Agricultural Chemi- 
cal Company, or Armour & Company, as 
anything but prime investments for 
widows and orphans. How could the 
investors be warned that the highly es- 
teemed preferred securities of these great 
corporations would enter on a long de- 
cine toward the vanishing point, or 
that their industries would pass through 
a crisis followed by years of depression? 
We admit, the evidence is not always 
readily apparent, and that there are pit- 
falls in the way of preferred stock invest- 
ment. But—there is a way out. 

As in eareful bond selection, pointed 
out in a previous chapter, great insti- 
tutions are compelled to invest in bonds, 
and—in preferred stocks. They must 
earn income, constantly. Hundreds of 
millions of dollars received annually in 
life, fire, casualty, accident, fidelity, and 
other forms of insurance pre niums must 
be put to work to earn a fair percentage 
of income. The big institutions with un- 
limited capital, and huge statistical and 
research resources, are constantly buy- 
ing and selling bonds as well as preferred 
stocks. They buy and hold the latter, 
paying even as high as $150 for a gilt- 
edge 7 per cent preferred stock yielding 
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“Folks, we, the Chuck Wagon Quartet, will be look- 
ing for you this summer on the ranch. 


Most any time now, you'll want to break away from 
care and get out on the open range. Well, we've got 
‘most all the makin’s of a Dude Ranch vacation corralled 
out here in Montana and Wyoming. You can catch trout, 
ride, hunt, hike, roundup, pow-wow and relax in gen- 
eral. This country is full of tall mountains, big horizons 
and room. And it’s full of hospitality and good fun, too. 


“Out here hats are never higher than they are wide 
and you'll be mighty welcome.” 






Our book entitled “Ranches” will help you select the 
place to go and the Northern Pacific will take you there 
luxuriously. Call for your copy at our New York office, 
560 Fifth Ave., or address E. E. Nelson, 458 Northern 
Pacific Railway, Saint Paul, Minn. 


North Coast Limited 


Newest of Transcontinental Trains 





only 4.7 per cent, or $130 for a 6 per cent 
issue, yielding 4.6 per cent. With 
average low business activity, low com- 
modity and wholesale prices, and high 
purchasing power of the dollar, with 
their income growing normally, and 
money plentiful, a price of $175 to $180 
(yield 3.9 to 4 per cent) might also be 
paid by these interests for an assured 
7 per cent issue like, for example, U. S. 
Steel preferred, the accepted standard 
among all preferred issues. 

Conversely, these interests, who largely 
constitute the mysterious ‘‘They’’ we 
so often hear about in Wall Street, are 
ready to cut their losses and get out from 
under when it seems advisable for the 
longer pull. They will not play favorites, 
and do not board any “white haired 


b] 


boys” in their portfolios, and we state 
upon good and sufficient grounds that 
major selling in bonds and preferred 
stocks, whose margin of security — is 
likely to be undermined in the years 
ahead, often originates with these and 
similar ‘‘major interests.”” Since their 
purchases and sales are of vast propor- 
tions, neither operation is hurried nor 
heralded in advance. Major interests 
are slow and deliberate. But, in good 
time, through the months and years their 
selective action is revealed in the price 
path. 
Therefore, watch the ratings, the 
general average price in terms of income- 
yield, and the ability of your preferred 
stocks to hold their own, in their class. 
We like marketability, and fair activity, 
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WE extend the facilities of our organiza- 
tion to those desiring information or report? 
on companies with which we are identified. 


Electric Bond and Share Company 








New York 

















and where 200,000 shares or more are 
outstanding the price is apt to reflect 
satisfactory professional appraisement. 
Old line, necessary, basic industries are 
usually safe. Nationally famous corpora- 
tions became that way because of national 
approval; their great size is the result of 
merit. By diversification, we auto- 
matically minimize the chance of loss, and 
increase our scope of good returns, and 
occasional profits. 


AAA 


This is the fifth of a series on “‘ Building 
and Holding Your Fortune,” by Mr. de 
Villiers. The next article will appear in a 
forthcoming issue—TueE EpiTors. 
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A Forecast for 1931 


N a recent speech, a_ well-known 

economist referred to the meeting of 
a group of leading financial statisticians 
—experts in business forecasting—in 
New York City on November 4. 

He quoted eight of these experts as 
follows: 





“The farmer will not buy much 
from the proceeds of this harvest; 
and, with the price declines in pro- 
cess throughout the world, there 
would seem to be very little prospect 
of any extensive business revival in 
‘the near future.” 

“The general prospect is for slow 
and irregular business for ten years.” 

“‘T expect to see a long and slow 
recovery to general level of sub- 
normal, slow business.” 

**Prices will advance a little from 
present levels and then fall once 
more. Recovery will be slow.” 

“‘Conditions abroad will continue 
to affect our business conditions here. 
It is a conservative estimate to say 
that ten years must elapse before we 
can see genuinely prosperous busi- 
* néss in this country.” 

‘‘Business will come back to fair, 
slow operations in three years.” 

“The period of readjustment will be 
long. It will take at least ten years.” 

‘‘We must expect a slow return to 

a basis on which business can be done 

at a profit in about three years.” 


Then the economist continued: ‘These 
pessimistic forecasts were made on the 
4th of November. But it was the 4th of 
November. of the year 1921. At that 
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time business was actually improving, 
although the experts did not know it. 
Within four months the gain was so 
marked that everybody could see it. 
Within sixteen months business was so 
far above normal that experts became 
frightened again. Today, the major 
economic factors are more favorable to 
a rapid recovery of business than they 
were in 1921. It is my sober belief that 
just as the Depressionists of 1921 were 
routed, so the Depressionists of 1931 are 
in for a rude awakening.” 








What to do with 
“Ad” Talkies? 


Witt the head of a leading theatrica] 
chain opposed to the showing of 
advertising films in his theatres, and with 
the public voicing its disapproval of the 
use of the movie for forcing national 
advertising down the throats of the 
theatregoer, it is not surprising that the 
sponsors of this type of talkie should seek 
a new outlet for their stories. Clubs, 
schools, churches, and fraternal organiza- 
tions have been used to some extent, but 
the department store is now being studied 
as the most interesting possibility for 
promotional films. 

The plan now being considered is to 
cooperate with manufacturers whose 
products are sold through department 
stores in the making of a series of adver- 
tising films. Each feature would deal 
with a definite line of merchandise. The 
stores which provide facilities for the 
projection of sound films will be offered 
the talking pictures without charge for 
showing to the public. Films will not be 
allowed to promote a single brand to the 
exclusion of other brands, and they must 
be entertaining and tend to create a 
desire for the merchandise of the type 
pictured. 

Up to the present time, advertising 
films in the theater sponsoring the newest 
styles in women’s clothing have been 
most popular with the public. 
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Two High Grade Industrial Bonds 


F Allis-Chalmers debenture 
Allis- 5s, 1937, of which $15,000,- 
Chalmers 000 are outstanding, con- 


stitute the company’s only 
funded debt. While, like most other 
industrial concerns, the company is ex- 
periencing a rather sharp {contraction ‘in 
earnings in the current year, there can be 
no question as to the strong investment 
position of the debenture 5s. 

For 1930, in spite of a marked decline 
in earnings from 1929 levels, bond interest 
requirements were covered 5.38 times. 
In the first quarter of 1931, net income, 
after deduction of bond interest require-. 
ments, totaled $482,807. Available in- 
come covered bond interest requirements 
about 314 times. It appears reasonable to 
expect that the full year’s earnings will 
cover bond requirements about three 
times, which, in view of the adverse 
general conditions which confront the 
company could be regarded as very satis- 
factory, and an indication of the well- 
protected position of the debenture 5s. 

Another indication of their strong posi- 
tion is to be found in the company’s 
balance sheet position. As of the end of 
1930, current assets totaled $34,180,691, 
which compared with current liabilities 
of $5,589,311, a ratio of better than 6 to 
1. Net current assets amounted to $28,- 
591,380, as compared with $24,787,137 
at the end of 1929, indicating how well 
the company has maintained its financial 
position during the depression period. 
Net current assets are reported to have 
increased to approximately $30,000,000 
as of the end of the first quarter of 1931. 

Allis-Chalmers debenture 5s ‘are cur- 
rently quoted around 101% to yield 4.75 
to maturity in 1937. This yield may be 
regarded as attractive, in view of their 


good investment quality and relatively 
short-term maturity, short-term issues 
being in especially great demand at this 
time. 


; Swift & Company 5 per cent 
Swift & notes, due 1940, may also 
Company be regarded as a high grade 


obligation of a leading in- 
dustrial company. The company is gen- 
erally considered the best managed in the 
meat packing business, and has had an 
excellent earnings record. In only one 
year of the past decade, 1921, did the 
company fail to show a substantial net 
profit, and the $7,812,292 loss reported 
for that year was due to a $20,000,000 
inventory readjustment necessitated by 
the drastic commodity deflation which 
took place. In the fiscal year ended 
November 1, 1930, the company covered 
all bond charges, including interest, sink- | 
ing funds, and amortization of discount, 
3.39 times. It is expected that the com- 
pany will have to take some inventory 
losses in the current fiscal year, as prices 
of meat products have declined sharply 
in the past few months. However, it 
appears improbable that the decline will 
prove to have been so drastic as to have 
wiped out the company’s substantial 
trading profits. 

Swift & Company is in very strong 
financial position, the balance sheet as of 
the end of the last fiscal year having shown 
current assets of $178,106,589, as against 
current liabilities totaling only $28,529,- 
910. Cash amounted to $18,639,884, and 
accounts receivable $57,701,784. The 
company’s funded debt is outstanding to 
an amount of less than $53,000,000. The 
5 per cent notes are currently quoted on 
the New York Curb Exchange around par. 
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By a Customers’ Man 


Losses :xow Instead of ° 


Profits in 1929 


Is RECENT weeks holders of stocks on 
which they had enormous profits before 
the 1929 panic, have been compelled, for 
one reason or another, to sell some of 
their holdings despite the fact that such 
holders owned their shares outright and 
fully paid for. It is liquidation of this 
sort which has made abortive every effort 
to check the downward swing. Business 
losses, heavy tax payments coming due, 
necessity to meet household expenses, and 
numerous other reasons incident to the 
prolonged depression explain the lower 
price level. Bear attacks have perhaps 
done a great deal of the damage, but bear 
selling can not be maintained successfully 
unless actual liquidation takes place. 
The Stock Exchange questionnaire which 
disclosed to the Business Conduct Com- 
mittee of the Exchange the names of the 
bear leaders was not wholly effective in 
checking the decline, largely for the above 
reasons. 


Where One Multi-Millionaire 
Missed a Great Opportunity 


A Watut STREET man who has_ been 
identified with the copper and _ nickel 
mining industry and who is in possession 
of the facts at first hand, informs me that 
an Englishman associated in a very large 
way with the International Nickel Com- 
pany, owned such a vast amount of stock 
of the above company that at one time 
prior to the panic of 1929 he had a profit 
on his holdings of close to $30,000,000. 
He at no time before the collapse sold a 
single share but in the last several months 
he has sold many thousands of shares at 
no profit, or at a loss. This is an ex- 
treme, and I believe, a rare instance in 
which a single individual missed a great 
opportunity to garner such a huge golden 
harvest. Like thousands of others he was 
fully persuaded that nothing lay ahead of 
him to prevent his gaining bigger profits 
and in his case quite $50,000,000 in 
profits, if he held on long enough. 


The Gift of 
Foresight 


Tus successful stock market operator 
must, above all, possess the courage of his 
convictions and in addition, the gift of 
foresight, which is a precious ‘possession 
of a comparatively few, even among the 
most experienced veterans on the Stock 
Exchange. None has been more surprised 
and not mildly so at that, than the so- 
ca'iled Wall Street ‘“‘insider” that the 
devression has been so prolonged. I 
know quite well the views of at least half 
a dozen Wall Street men of eminence who 
are looked up to as authorities on ques- 
tions of finance and market trends, who 
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at the close of 1930 were expressing pity 
for those who could not see that the close 
of last year marked the end of the stock 
market decline and business slump. 
They were very sure of themselves and 
at the end of February of this present 
year, when two months of rising prices 
appeared to bear out the correctness of 
their views, they were quite vocal in 
telling callers ‘“‘I told you so.”” Subse- 
quent happenings have disclosed how far 
wide of the mark their predictions were. 
And now, though expressing hopeful 
views, they are not prepared to assert, 
with positiveness when the new era of 
prosperity will disclose itself. They 
explain their mistakes by asserting that 
the world never before has been con- 
fronted with such puzzling problems in 
finance and values; hence the old line of 
thinking has been of no service in efforts 
at a correct appraisal of the general scene 
as a whole. 


Some Big Bulls 
Still Left 


A FEw of the ‘Old Guard” who can not 
join in with the pessimists give the bear 
crowd some uncomfortable experiences at 
times. They are the ones who sensed 
that the market would probably decline 
but they would not give up their bull 
principles on the United States for the 
long pull. They are pretty good judges of 
when the time arrives to feel that the 
market has been oversold and they are 
then heavy buyers. On quite a few of 
these occasions their buying has forced 
an upward trend and they have been 
able to make a profit on the long side and 
then stand aside to await another drive, 
when they go in heavily on the buying 
side. Thus, in what the majority of 
traders regard as a bear market, they 
have been able to count some profits. 
They will have a following in due season. 


Bull 
Recruits 


Taar the bull party on the Stock 
Exchange is gaining adherents, despite the 
plentitude of bearish news, is well illus- 
trated by an incident of recent date. 
It happened to be a day of rising prices, 
the recovery being especially vigorous in 
the afternoon trading. While this was 
under way an old customer of mine 
chanced to be passing the Stock Exchange 
entrance on Broad Street when he heard a 
tremendous volume of cheering from 
within. He hurried to my office and at 
once put the query to me ‘‘What’s 
happened? They are cheering like mad on 
the Exchange.”’ I pointed to the quota- 
tion board where office boys were putting 
up the figures showing the advance. 
‘*Well,’’ said the customer, who has never 
lost faith, ‘‘ I’m surely glad of that, because 





*“SPEND SOME MONEY 
SOMEWHERE TODAY” 


Dear Readers :— 


A Macy’s—New York department store 
—doing a business approximating 
$100,000,000 a year, all of it on a cash 
basis, is spending a great deal of money 
in advertising to persuade people, who 
are hoarding money, to loosen their 
purse strings and to ‘Spend Some Money 
Somewhere Today’’ in order that people 
out of work may soon find work to do. 


A New York newspapers carried a 
Macy page advertisement June 1st which 
displayed in big type the words ‘‘Spend 
Some Money Somewhere Today.” It 
could not fail to attract the attention 
of every reader. 


A Now, please read the Macy com- 
ment: 


A “A depression is a time when lots of 
people are out of work. They are out 
of work because the people who have 
money won't spend it. Lots of people 
still have money. For the sake of less 
fortunate people, we hope that you 
who have cash will spend more.” 


A The advertisement does not suggest 
that people should spend more money 
at Macy’s particularly, although the 
store will get some increased business 
undoubtedly. Any business in these 
days that’s willing to take a course 
designed to benefit other lines, as well 
as its own, is bound to get a good share 
of the benefits that always follow an 
unselfish policy. 


A We'll all do well to heed the Macy 
message, ‘Spend Some Money Some- 
where Today.”’ 


A The heartening situation in the 
Macy institution is that more people 
are employed than a year ago. Their 
list of employees runs into the thou- 
sands. Their business has been so good 
right along that they have not lowered 
any salaries. As a matter of fact, they 
have been able to increase salaries in a 
great many instances. 


A The Macy store does not now, and 
never has, urged careless spending of 
money. If its slogan ‘“*’Tis Smart To 
Be Thrifty’’ had been followed during 
the recent spending orgy, our country 
would not be in its present condition. 


A Most of us can spend more money 
than we are spending without digress- 
ing very far from our ideas of Thrift. 


Sincerely yours, 


CEE x 


Business MANAGER 
THE FINANCIAL WORLD 
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ODD LOTS 


(10-20-50 Shares, etc.) 
Permit buyers to secure diver 
sification. Orders executed for 
purchase or sale of odd lots, 
as wellas in regular 100 share 
lots, cash investment or on 
conservative margin. 


Information cheerfully given 


James FE. Bennett 
mut €(p, SE 


BONDS SUGAR 
Members 


COTTON RUBBER 
Chicago Board of Trade 

New York & Chicago Stock Exchanges 

New York & New Orleans Cotton Exch. 
All Principal Exchanges 





‘ Winnipeg 
New Yeork—PRIVATE WIRES—California 
New Orleans 


332 So. La Salle Street 
Wabash 2740 
































STOCKS 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
150 B’way, N.Y. Tel. Hitchcock 4-2100 























Our weekly market letter 
discusses the IMPORTANCE 
OF FOREIGN TRADE in 
this and past depressions. 

Copy on Request 


GOODBODY & CO. 


Members New York and Philadelphia 
Stock Exchanges and New York 
Curb Exchange 
115 Broadway 230 Park Ave. 
New York New York 
Branch Office 
1424 Walnut Street, Philadelphia, Pa. 


























MEDINAH 


ATHLETIC CLUB 
Uses 


EDISON 
SERVICE 


Leaders in 
every line 
of business 
in Chicago 
are users of 
EDISON 
SERVICE. 


Commonwealth Edison Company has paid 166 
Goupevatios quarterly dividends to its 
stockholders. Send for Year Book. Stock 
is listed on The Chicago Stock Exchange. 
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it has been a long time since I heard 
cheers from the floor of the Exchange and 
I hope there will be more of it.”” Pat ent 
customers who sit watching the quota- 
tions echo the same sentiments and one 
frequently hears a good old cowboy yell 
from the crowd when the market moves 
in the right direction. 


An Exchange 
Member's Views 


A MEMBER of the Stock Exchange who 
has allowed all the gloomy talk to pass 
over his head and has been canvassing 
the views of big business men instead of 
bear operators, came from the floor of the 
Exchange one day recently with a cheerful 
countenance and expressed himself as 
feeling that a substantial turn in the 
market was quite probable. ‘‘There is 
only one disturbing situation facing us,” 
he said, ‘‘and that is the European mess. 
There is much that is not right, economi- 
cally, financially, politically and from the 
social unrest on the Continent of Europe. 
We here in the United States have got to 
face more dividend cuts undoubtedly, 
but our way of forecasting that sort of 
news has forestalled any likelihood of real 
stock market disturbance. We have an 
abundance of idle capital and the buying 
public is buying freely in all the com- 
modity markets, being attracted by the 
sharp decline in prices which has more 
than met the lowered income scale. Per- 
haps I ought not to ignore the steel 
situation here, which is not exactly as 
cheerful as it should be, but I believe 
that by July we will see a turn there for 
the better. Business men tell me they 
are surprised when they come to New 
York, where they hear more croakers 
than in any other place in the United 
States. I think that is because New 
Yorkers are governed in their judgments 
more by what goes on in stocks than are 
the people in other states. I am buying 
good standard stocks cautiously, and I 
know others who have plenty of idle funds 
who are doing the same thing.”’ 


The Other Side 

of the Picture 

I LIKE to give both sides of the picture, 
disagreeable though one side may be. I 
told all the above to an equally prominent 


_ operator and he said: ‘‘I will admit that 


there has been some support recently 
which looked impressive, but it doesn’t 
take long for a floor trader to discover 
that it is not short selling but real liqui- 
dation that is doing the mischief. Save 
for brief intermissions, the stock market 
has been in an uninterrupted decline 
during the months of March, April and 
May and I ean not see anything that 
would indicate a turn until around Sep- 
tember. You must remember that there 
was a lot of buying of stocks by the public 
and investment institutions after the 
panic, and now these buyers have most 
serious losses on their holdings since the 
general level is well below the low prices 
at the height of the collapse of 1929. 
The banks are loaded up with funds of 
depositors who want to put those funds 
to use but almost every day they see some 
big concern cut or pass its dividend and 
there is great hesitation, uncertainty and 
even loss of confidence abroad to an 
extent which few realize. Some people 
of prominence, I know, are quite con- 
cerned over Europe and the possibilities 
of serious defaults there on debts of 
igovernments which are by no means the 





smallest of the countries. We are likely 
to have abundant crops but at the same 
time bumper crops will call for lower 
prices, especially since Russia is ready to 
dump her new crop of wheat everywhere 
at prices we can not meet. Iam short of 
stocks, and that: may unconsciously bias 
my views but I am expecting to cover my 
shorts at lower levels.” 
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Harris, Forbes and Chase 
Securities to Join as 


Chase Harris Forbes 


FFICIENCY is the keynote in the 

plan to merge the Chase Securities 
Corporation, investment affiliate of the 
Chase National Bank, with Harris, Forbes 
& Company, one of the oldest investment 
banking houses in the country which 
passed into the control of the Chase 
organization last August. The two com- 
panies will be merged around July first 
into a new company, probably to be 
known as the Chase Harris Forbes 
Corporation. 

The joining of the two organizations is 
being undertaken for the purpose of 
instituting a greater degree of efficiency 
by the elimination of a duplication of 
effort in the similar departments of the 
two concerns. Since control of Harris, 
Forbes came into the hands of Chase 
Securities, the two companies have 
worked in close unison in the underwrit- 
ing and distribution of securities. They 
have, however, maintained distinct execu- 
tive and sales organizations and have 
operated through their individual branch 
offices throughout the country, many of 
which compete with one another for busi- 
ness in the same territories. 

The new organization will conduct the 
entire business of distributing securities 
previously handled by the two companies, 
on a separate basis. The two offices will 
be combined into a single unit. The 
Chase Securities Corporation will cease to 
function as a distributor of securities, but 
will continue in existence as a holding 
company for certain interests of the Chase 
National Bank. 

Ever since control of Harris, Forbes was 
acquired by the Chase interests, almost 
a year ago, it has been expected that the 
security distributing organizations of the 
two concerns would be coordinated. The 
need for more efficient operation in both 
organizations was probably a factor that 
led the executives of the two firms to 
complete the assimilation at this time. 


————— 
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Little Pigs Went to Market 


F THERE is any truth in the number 
of stories now circulating in speculative 
circles, it is possible that the little bears, 
or the new board room shorts, were given 
something akin to a whipsawing in the 
recent rally. For some time past it has 
been intimated that the new crop of 
bears would one day wake up to find 
themselves cleaned out even as the in- 
experienced bulls were caught long with 
shoestring margins at the crest of the bull 
market in 1929. There is an old saying in 
Wall Street that the bulls and the beais 
lose sometimes, but the hogs always lose. 
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Public 
Utility 
Notes 


T= fourth annual report of the 








American Commonwealths Power 

Corporation, released last week, 
shows that the assets of the corporation 
as of December 31, 1930, exceeded 
$200,000,000, a gain of $15,773,029 over 
1929. Despite unfavorable industrial and 
agricultural conditions which prevailed in 
practically all territories served last year, 
gross revenues rose to $27,997,429, a gain 
of $2,404,383 over 1929. This was ac- 
complished without inclusion of revenues 
of $4,423,500 of Dominion Gas & Electric 
Company, a subsidiary acquired during 
the year. After all charges including pre- 
ferred dividends, net available for com- 
mon stocks, reserves and Federal taxes 
amounted to $4,831,544 in 1930 as com- 
pared with $3,855,780 in the preceding 
year. According to the report, sources of 
gross revenues in 1930 were as follows: 
gas, 48.13 per cent; electricity, 25.43 
per cent; ice, 5.59 per cent: oil, 1.42 per 
cent; water, 1.43 per cent, and miscel- 
laneous, 18 per cent. As to current 
progress of the company, President Frank 
T. Hulswit in his letter to stockholders 
states in part: “‘In contrast to conditions 
during a period of general business de- 
pression and adjustment we have been 
able to not only increase our sales and 
earnings, but have added a substantial 
number of new customers on our lines 
which at the close of the year numbered 
over 460,000.”" . . . “At the time of this 
writing there is in evidence a basis for a 
renewed confidence, which was so con- 
spicuously lacking during the latter half 
of the past year.” 


AAA 


While no official statement has been 
made concerning recent omission of class 
A common dividend on Peoples Light and 
Power Corporation, it is believed such 
action was necessary to maintain cash 
position of the company. In addition to 
bank loans which stood at $3,835,000 at 
the end of last year, $1,000,000 of the 
$3,000,000 issue of 5 per cent gold notes 
offered last year, falls due July 1, 1931, a 
condition which would appear to justify 
suspension of disbursements on the com- 
pany’s equity stock. Liquidation which 
followed announcement of dividend omis- 
sion appears to have come to an end 
but not before levels were reached repre- 
senting a decline of about 75 per cent 
from the year’s high. 


AAA 


United GasCorporation, recent! v formed 
combine for the development of a natural 
gas business in the Southwest, and con- 
trolled by Electric Bond & Share through 
Electric Power & Light Corporation, re- 
ports operating revenues for the 12 
months ending April 30, 1931, of $27,976,- 
734, a decrease of 3 per cent from revenues 
realized in the preceding 12 months. This 
decline, in conjunction with an increase 
of 1 per cent in operating expenses, 
resulted in a shrinkage of 5 per cent in net 
income which, for the most recent period, 
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amounted to $16,284,825 against $17,148,- 
125 for the 12 months ended April 30, 
1930. While this exhibit does not bear 
out earlier forecasts, it should be pointed 
out that the decline in industrial consump- 
tion of fuel gas as a result of lessened 
industrial activity and rather wide- 
spread substitution of fuel oil by industry 
as a result of declining prices for this 
latter product have been the main con- 
tributing causes of the poor showing 
made. A return to more normal indus- 
trial conditions in territories served and 
an improvement in the price of crude 
petroleum should be reflected in an im- 
proved earning power for United Gas. 
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Trends Change Quickly 


= EK HAVE reached a stage where 
consideration should be given to 
the normal turn from a bear to a bull 
market and the historical characteristics 
of the early phases of bull markets,” 
says the American Institute of Finance. 
The service goes on to say that ‘‘the gen- 
eral attitude is that there will be plenty 
of opportunity to buy after it is apparent 
that both the stock market and the busi- 
ness trend have definitely turned upward. 
“A consideration of past bull markets, 
however, does not indicate that this will 
be so. A chart of the movements in 
twelve bull markets, beginning with that 
of 1879, shows that on the average 25 
per cent of the entire bull market is cov- 
ered in the first three to four months 
following the end of the bear market. 
“This evidence covering a period of 
52 years indicates that it is not possible 
to await complete evidence of a definite 
up trend in business and buy securities 
close to their low levels of the bear 
market.” 
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What Next in Bread? 


LITTLE more than a year ago a baker 

in the Middle West attempted to 
increase the sale of bread through the 
use of vegetable colorings, thus making 
it possible for the housewife to buy 
bread in all colors of the rainbow and 
match her dress or the wall paper in the 
dining room. In Broadway parlance, it 
was a flop. Since then the pre-slicing of 
loaf bread has proved a successful inno- 
vation and one large company has in- 
creased sales by adding vitamin D to the 
dough. Now a baker in Milwaukee has 
hit upon the idea of three-in-one bread. 
A single loaf of such bread has three 
sections, one-third rye, one-third wheat 
and one-third whole wheat or raisin. The 
three doughs are placed in the one pan 
at different times so that they rise in 
unison. The finished loaf is then baked 
and wrapped. 
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‘Pynchon to Stage Comeback 


EORGE M. PYNCHON who, last 

April, saw the work of thirty-six 
years undone with the suspension of his 
Pynchon & Company, is preparing to 
make a new start with another firm. 
He is understood to be considering several 
offers which have come to him from lead- 
ing houses in the Street. 

















7 
UNITED 


FOUNDERS 
CORPORATION 


A holding company 

which controls United 

States Electric Power 
Corporation and 
American Founders 


Corporation. 
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Write for copies of our bulletin 
“Market Action,” for the next 
3 weeks. Nocost or obligation. 


the New Security 
Salesmanship 


FINAL lines in a great chapter of Financial 
History. Perhaps already the beginning of 
a new. 








NEW problems in security selling. Time 
for courage and imagination. 


REWARDS for the fellow who gets in step. 
Poor days for those rooted to the past. 


A LITTLE more of craftsmanship; a little 
less of craftiness. 


Babson Institute 


through its systematized Training for Secu- 
rity Salesmen has put so many fellows in 
the front ranks of Security Sales Progress 
and Kept Them There that it feels confi- 
dently it can do the same for you. 

Security Salesmanship—The Profession— 
our free booklet, will perhaps give you a 
much needed new viewpoint. Send for the 
booklet A196 today. 


Babson Institute, 


Babson Park, 
(Extension Division) Mass. 
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30 Stocks 


WHICH SHOULD 
Double in Price! 
15 Stocks to Yield 10%! 


10 Utilities at 
10 Times Earnings! 


10 High Grade Rails 
to Yield 7-9 4% 


Two Undervalued Specialties! 




















All this vital information, contained in one 
of the most valuable Bulletins ever issued 
by the Institute, is now offered, FREE. 


Ask for Bulletin FJN-13 


AMERICAN INSTITUTE OF FINANCE 
260 Tremont Street 
5 


2 Boston, Mass. 
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100 Share or Odd Lots 


Your orders, whether large or small, 
receive the same careful attention— 
always... Consult our Statistical De- 
partment freely on investment matters. 


Write Dept. K-8 


(HisHoLM & (HAPMAN 


Members New York Sto... Exchange 
Members New York Curb Exchange 


52 Broadway New York 


























roan nerd 


Odd Lots 


The small investor need 
feel no embarrassment if 
his capital is adequate only 
to the purchase of his fa- 
vorite stocks in small lots. 
He has the advantage of 
diversified holdings, which 
provide a most desirable 
margin of safety in the 
probability that adverse 
conditions affecting one 
stock will not affect an- 
other. 

A copy of our explanatory 
booklet on Odd Lot Trad- 
ing will be sent on request. 

Ask for F.W. 479 


100 Share Lots 


John Muir&.@ 
Ne Yer Sek Exchae 


39 Broadway NewYork 


Branch Offices 
11 W. 42d St. 41 E. 42d St. 


























Radio Manufacturers Meet 


HIEF interest in the radio industry 

last week was focused on Chicago, 
where over 25,000 representatives from 
all parts of the country, engaged in the 
production of all types of radio apparatus, 
gathered for the seventeenth annual 
convention of the Radio Manufacturers 
Association and trade show. Television 
proved to be the chief theme of the 
meeting with more than nine manufac- 
turers displaying television transmitting 
and receiving sets. . 

The trend toward midget receiving sets 
was marked in the displays at the show, 
and it is because of the smaller low priced 
sets that the manufacturers are predicting 
that set sales during 1931 will exceed 
those of 1930. It is estimated that sales 
this year will approach a total of 4,000,- 
000 units as compared with 3,800,000 in 
1930. Of the total, 420,000 sets will be 
sold in the price range of $25 to $50; 2,- 
100,000 sets will be sold between $50 and 
$75; 1,000,000 sets between $75 and 
$100; and the balance in the higher 
ranges. Many new features have been 
incorporated in the improved models, 
important among these being the addition 
of an electric clock to the set. 








THE TREND OF THINGS 


concluded 





from page 4 








unfilled orders as at the end of May 
showed a decline which was somewhat 
smaller than that witnessed a year ago, 
and thus earries a favorable implication. 
Steel mill operations grudgingly dropped 
another point, with output now running 
at about 40 per cent of capacity. The 
rate of decline is now no more than 
might seasonally be expected and a con- 
tinuation of the current trend into July 
is the normal development. 

The 44,000-car drop in freight traffic 
figures released last week is due entirely 
to the Memorial Day holiday falling in 
the period covered. That week always 
does show a sharp decrease, and the 
decrease this year was but 6 per cent as 
against 744 per cent in 1930 and 8% 
per cent in 1929. Car loadings appear 
now to be scraping bottom, and a definite 
up-trend should set in following July. 

New construction furnished little en- 
couragement except in one respect. May 
residential figures for metropolitan New 
York were above those of May, 1930, and 
in the past a turn in that territory has 
often forecast major turns in the general 
trend several months in advance. Con- 
struction a year ago slumped badly be- 
ginning in July, and figures for the second 
half of the current year should begin to 
make more encouraging comparisons with 
1930 figures. 
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Credit Situation 


ISCUSSIONS a week ago at Chequers 

brought out the fact that interna- 
tional cooperation will be stressed as being 
necessary for world economic rehabilita- 
tion. Our own Federal Reserve System 
has not been holding aloof from the 
foreign situation, but a short time ago 
definitely entered into business relations 
with the Bank for International Settle- 
ments when it acquired Austrian com- 
mercial bills from the latter institution. 








This action had the practical effect of 
extending credit to the Austrian National 
Bank. 

Further evidence of the close connec. 
tion of our own markets with the Euro- 
pean money markets is, perhaps, found 
in foreign press dispatches last week which 
stated that heavy withdrawals of Ameri- 
can funds have been made from German 
banking institutions. While apprehen- 
sion concerning political developments in 
that country undoubtedly had some in- 
fluence thereon, it also appears probable 
that at least a part of the funds had been 
brought home for use here, in connection 
with our Treasury financing and also 
because evidences of returning stability 
in the stock market are making domestic 
common stocks at present prices more 
attractive than the 6 per cent to 7 per 
cent return which is available in the 
German market. 
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Barometer Changes 


FN ppinineg eaten the radio manufacturers 
are hoping that set sales this year 
will at least equal those of 1930, the trend 
has been toward lower priced merchan- 
dise, which has a correspondingly smaller 
margin of profit. For that reason the left 
hand indicator for radio company earn- 
ings has been lowered one point. Ex- 
treme dulness is normally witnessed by 
this industry during the early summer 
months, and in order to reflect this pros- 
pect the right hand indicator for the same 
factor has been lowered one more point. 

The tire companies do not appear to 
face the necessity in the second half of 
this year of the drastic inventory write- 
offs which were so destructive of 1930 
earnings. Actual figures to be reported 
covering the coming six months should 
compare favorably with those of the same 
period of last year, and the left hand 
indicator for tire and rubber company 
earnings has consequently been advanced 
one point above neutral. 

The general employment situation has 
recently shown little change, but we are 
now entering the period of the year when 
employment normally shows some sea- 
sonal decline. The future indicator for 
this item has been lowered on a seasonal 
basis in order to anticipate this trend. 
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Market Valuations 


HE about-face staged by the stock 

market last week, when $2,190,000,000 
was added to total values on June 3, saw 
an additional $1,620,000 appreciation in 
the week of June 3-10, according to THE 
FinanctAL Worup Index on page 3. 
The official calculation of values by the 
New York Stock Exchange published last 
week established a total decline for the 
month of May at $5,936,002,806 and the 
loan ratio at 3.37 per cent, a slight decline 
from the previous month when the ratio 
of borrowings was 3.40 per cent. The 
current loan ratio is 3.36 per cent. The 
average price of the 1,305,516,716 shares 
listed on June 1 on the big board was 
$32.58, as compared with $37.23 on May 1 
and with the record established on Sep- 
tember 1, 1929, of $89.13 a share, or a 
decline of 63.5 per cent. The turnover 
in securities at an accelerated pace with 
the advance, signaled returning confi- 
dence at least in the fact that fear and 
pessimism have been overemphasized. 
The sales for the week adjusted on & 
monthly basis amounted to a turnover of 
4.2 per cent of total shares listed. 
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A Basis for Optimism 
in 1931 








We 


quote: 


@e During the past six weeks the financial clusion that, while business will be at low 
centers of the United States have been levels, it will have reached the turning 
filled with a sentiment which we might point and be making gradual improve- 
well describe as ‘enthusiastic pessimism.’ ment some months before the present 


: , : : ear closes. ... 
This sentiment has expressed itself in e 


reckless speculation for a decline in se- We wish to go on record not only as 
curities prices. ... optimistic regarding the ultimate future 

; of business and financial conditions in 
There is no use to delude ourselves with the United States and Canada, but as 
the hope that we shall not have hard times _ believing that we shall see a turn towards 
for the rest of the current year, but the better conditions before the present year 39 
evidences point very decidedly tothe con- closes.... 


Ten Years Ago—and Today 


The above situation-analysis was published by Brookmire on June 27—note 
this: ten years ago—six months before the recovery from the depression 
of 1921. The situation today is, in many respects, the same. 


For 27 years Brookmire has analyzed fundamental, economic causes. This 
experience has always enabled the organization to interpret, with remarkable 
accuracy, the true values of current business and market effects. 


To Investors of Today 


Every depression has been a forerunner of a period of prosperity. The founda- 
tions of many fortunes have been laid in times like these. 


The Companies whose securities you possess today must either progress or go 
backwards. Even in days of uncertainty there can be no standing still. 
Brookmire Service today offers you the opportunity of safeguarding your 
invested funds through a sound interpretation of indicated business trends. 


The coupon below is an invitation to secure, without 
any obligation whatever, full information concerning the 
Brookmire Service which may fit your particular needs. 


a — ew ew ewe ew eww ee eee ee ee ee ee ee oe ee = 
Without obligation, please send me 
details concerning the type of service 
best adapted to an investment fund of 
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—cAT TA 
DO YOU 
hold these stocks? 


THE position of the stocks listed below is 
discussed in our current Stock Market 
Bulletins, copies of which will be sent to you 
free of charge. Should you buy, hold, or sell 
the following securities? 


National Biscuit 


Standard Oil of New 
United Gas Improve- J 


ersey 
ment Sinclair 
Public Service of New Houston Oil 


Jersey Standard Oil of Cali- 
Worthington Pump fornia 
Chrysler General Motors 
United Corporation National Dairy Prod- 
General Foods ucts 


Mathieson Alkali 
Send your name and address and the Bulletins 
discussing the above mentioned stocks will be 
sent to you without cost or obligation. Also 
an interesting book “MAKING 
MONEY IN STOCKS.” 


Investors RESEARCH Bureau, INC. 
Div. 204 Chimes Bldg., Syracuse, N. Y. 


called 
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meantime. There are heavy maturities 
of Treasury bills in July and August, and 
on September 15, two certificate issues 
totaling over $634,000,000 mature. It 
seems rather probable, therefore, that 
long term bond issues may be floated by 
the Treasury both on September 15 and 
December 15, as Treasury officials are 
anxious to reduce the short term debt 
as much as possible before June, 1932, 
when the First Liberty Loan bonds be- 
come eallable. It is generally believed 
that these bonds will be called at that 
time, and the redemption process would 
be greatly facilitated by substantial 
reduction of the short term debt in the 
meantime. 








NEW YORK, 
NEW HAVEN 
& HARTFORD 


reviewed with comments on the 
railroad situation in general. 


Ask for No. F-59 


Members New York Stock Exchange 
Associate Members New York Curb Exch. 


115 Broadway New York 
Telephone BArclay 7-7500 
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You Can’t Safely Invest 
On Tips and Rumors 
You Must Know 
The Facts—The Record 





The real investment value of a 
stock is shown by its record. A bad 
record is a poor foundation for any 
investment. 

Do you know the facts—the rec- 
ords of the companies in which you 
are interested? If not, look them up 
today. If the foundation as shown 
by the facts isn’t good, change into 
securities backed by the foundation 
of a good record without delay. 

If you want to play safe, to lock 
the door before the horse is stolen— 
if you buy as much as 100 shares of 
stock a year, you need 


Investograph Charts 

Every vital investment fact and 
record with comparative balance 
sheets and statistical data, reduced 
to a per share basis, on the 250 
leading stocks is shown clearly, con- 
cisely and at a glance by these re- 
markable charts. 

Stop guessing—know the facts! 

Write today for free specimen 
charts and descriptive booklet to: 


Ontario Finance Corporation 
31 B Gibbs Street Rochester, N.Y. 
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appraised valuation rather than actual 
eost of land and building, and many 
appraisers have been liberal, tosay the 
least, in their valuations. 

The generally accepted rule of thumb 
has been to the effect that the first mort- 
gage bond issue should not exceed 6634 
per cent of the appraised valuation with 
junior capital covering the remainder. 
Where the appraisal has been conserva- 
tive, this ratio is not too high, but in the 
numerous eases where the appraisal was 
unwarrantedly high, two-thirds of the 
appraised valuation not only exceeded 
the actual cost of the land and building, 
but also covered promotors’ profits and 
costs of distribution of the bonds. In 
such eases, the actual investment of the 
promotors in the junior securities carrying 
complete control of the property, has 
been very small or only nominal, and the 
bondholders have carried the entire risk. 
Where the project has been successful 
enough to overcome the handicap of 
overcapitalization, the profits have gone 
to the holders of the junior securities, and 
in the more numerous instances where the 
property has proved unable to carry the 
excessive funded debt, the bondholders 
have suffered the only significant loss. 

Unfortunately, there have been many 
appraisers who have been willing, for a 
consideration, to be ‘‘generous”’ in their 
valuations, thus permitting unsound 
financing. In this country, it is appar- 
ently impossible to hold the appraiser 
accountable for losses to investors result- 
ing from grossly excessive valuations. 
In England, a court recently held an 
appraiser liable for such losses. If the 
same rule could be enforced here, a num- 
ber of appraisers would be liable for 
damages running into many millions as a 
result of their ‘‘expert”’ opinions rendered 
in recent years. It can, of course, be 
argued that the deflation in real estate 
values during the past two years has 
followed logically as a part of the general 
deflation, and that appraisers were 
warranted, in years prior to 1929, in 
placing higher values than could be 
assigned to the same properties now. 
This is perhaps true, but it covers only 
those cases where the valuation was 
mildly inflated, and not those where the 





appraisal was grossly excessive. Un- 
fortunately, the latter were many. 

The high cost of distribution of many 
real estate bond issues was, in many in- 
stances, one of the major causes of later 
defaults. No one can take exception to a 
legitimate distributors’ profit, but con- 
servative authorities maintain that this 
should not be in excess of 5 per cent ona 
long term bond. In many eases, the cost 
of distribution has run above 10 per cent, 
and even as high as 20 per cent of the 
principal amount of the entire issue. Such 
fees are inexcusable, and to the extent 
that they are excessive, they represent 
a capitalized extra burden that the prop- 
erty must unjustly bear. 

One of the worst offenders in the matter 
of ridiculously excessive valuations was a 
Washington, D. C., organization, whose 
management apparently did not stop at 
inflated appraisals, but stooped to several 
different varieties of downright fraud and 
dishonesty. The former chairman of this 
company has been indicted on a charge of 
embezzlement of over $1,000,000 of 
investors’ funds. Investors who were so 
unfortunate as to purchase this com- 
pany’s offerings will apparently, in most 
cases, retrieve little or nothing of their 
original investments. 


Waste in Building 


Another source of loss to investors in 
real estate bonds is to be found in waste in 
building construction. The U. S. De- 
partment of Commerce made an investi- 
gation of building construction in recent 
years and came to the conclusion that 53 
per cent of building construction in this 
country is waste. This startlingly high 
figure includes inefficient building design 
as well as actual waste of labor and mate- 
rials; however, it is a serious indictment 
of the industry. 

Closely related to this source of loss is 
still another, one of the most serious. 
Particularly in the case of those projects 
which have been managed by the more 
speculative type of promotor, the stand- 
ards of building construction have been 
low. Where as little money as possible 
has been expended for materials and 
workmanship, there is one _ inevitable 
result—the costs of operation and main- 
tenance of the property are far higher 
than in a well constructed building. The 
greater the costs of operation and main- 
tenance, the smaller the chance that the 
property’s net operating income will be 
sufficient to cover interest and principal 
charges on its bonds. 

Most of the sorrows of investors in 
real estate bonds today are due to the fact 
that the speculative excesses prior to the 
climax in 1929 led to serious over building 
of most American cities, in respect to both 
office and residential buildings, which 
overbuilt condition has been accentuated 
by the falling off in demand for space 
which is the concomitant of theserious 
business depression through which we 
have been passing. However, it may be 
objected that the first great failure of a 
real estate bond house, and one of the 
most serious (G. L. Miller & Company), 
occurred in 1926, long before the culmin- 
ation of the ‘‘boom”’ period, and that 
this was followed shortly by the Adair 
Realty & Trust Company failure in 1927. 
However, both of those companies were 
doomed by gross mismanagement and 
unethical practices, regardless of econo- 
mic conditions, which however, also 
played a part in their demise, since both 
companies had affiliates which had ex- 
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tensive speculative interests in Florida, 
where the bubble burst in 1926. The 
most important lesson taught by the 
G. L. Miller failure was the necessity for 
segregation of the funds of each individual 
property, the Miller company having 
pooled the funds of numerous properties 
with most unfortunate results. 

One of the worst features of typical 
real estate finance in this country in 
recent years has already been suggested 
above. Promoters, by investing a rela- 
tively insignificant sum in the equity in a 
property, obtain complete control of its 
management. Frequently a property 
changes hands several times, its condi- 
tion going from bad to worse, before the 
bondholders have any intimation that all 
js not well. Individuals or small corpora- 
tions holding title to small or medium- 
sized properties usually are very close- 
lipped, and refuse to give out any infor- 
mation which would enable the bond- 
holders to know the true status of the 
mortgaged property. As a result, the 
property is often in very bad shape before 
the bondholders realize the true situation, 
and take over control of the property 
through the trustee or a committee. The 
impossibility of procuring anything like 
adequate information as to earnings, tax 
and other liabilities, ete., in respect to 
properties with bonds outstanding to an 
amount of less than $5,000,000 is responsi- 
ble for much of the loss of confidence in 
real estate bonds by the investing public. 
In the case of many of the larger proper- 
ties, adequate information is usually 
available. 

Unfortunately, as a result of the bitter 
experiences of many investors in recent 
years, the pendulum has now swung to 
the other extreme, and the investing 
public, which formerly regarded all real 
estate bonds as gilt edged, is now sus- 
picious of the entire category, and is 
inclined to consider all real estate invest- 
ments, with the possible exception of 
mortgages guaranteed by the strong 
guaranty and title companies, as risky. 
This attitude is quite as unwarranted as 
the one representing the other extreme. 
There are many properties, well located, 
originally well conceived, and conserva- 
tively financed, which are still earning 
their fixed charges by a good margin and 
will undoubtedly continue to do so. Un- 
fortunately, bonds secured by mortgages 
on these properties suffer with the rest, 
and are now quoted at what are, in many 
instances, ridiculously low prices. 

Holders of the better class of real 
estate bonds would be very foolish to 
sacrifice them at this time. In the case of 
the weaker properties, the answer to the 
question of whether the securities should 
be held through actual or probable re- 
organizations, or sold for what they will 
bring at this time, depends upon in- 
dividual considerations. 

Looking to the future, the needs of the 
real estate bond business may be sum- 
marized as follows: 


1. High sense of moral responsibil- 
ity to bond buyers on the part of the 
underwriting house. 

2. Conservative appraisals with 
first mortgage bond issues not to 
exceed 66% per cent of sound valua- 
tion and assurance of economic sound- 
ness of the enterprise. 

3. High standard of workmanship, 
materials and efficiency in building 
construction. 

4. Adequate information as to 
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these will continue to lag. 
right stocks. 


reasonable time double in value. 


tion, free—as long as the supply lasts. 








—==-A Stock Which Should— 
Double in Value 


‘| As general business after this present depression moves into the next period of prosperity, 
certain sound stocks will show marked advance. 
These selected stocks, now very low, it is not 
unconservative to say will double in value 


‘| This advance will be due to strong expansion of their companies—new developments, 
improved processes, mergers, broad markets tapped, increased earnings. Stocks which Jack 
It is a matter here above all else of soundly searching out the 


{ Our investigations have now revealed a sound stock which, it is our belief, will within a 
Special Report describing it has just been prepared for 
Clients of this Service. A few extra copies of this valuable Report are reserved for distribu- 


Simply ask for ‘‘ Special Stock Report’’ 
AMERICAN SECURITIES SERVICE, 106 Norton-Lilly Building, New York 




















status and earnings of properties at 
all times. 

5. Reasonably high ratio of invest- 
ment in properties by interests hold- 
ing title. 

6. Quarterly deposits with trustee 
of funds covering interest and princi- 
pal charges and taxes, and prompt 
notice to bondholders of defaults. 

7. Segregation of all funds with 
respect to each individual property. 

8. Reasonable underwriting and 
distributing fees. 


If these ideals are realized in reasonable 
degree, the other great need, i.e. market- 
ability, will largely take care of itself, as 
the confidence of the investing public is 
restored. 
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June of that year. A reversal of trend 
in the commodity markets, however 
desirable it might be, is by no means ab- 
solutely essential to the inauguration of 
trade recovery. Prices continued their 
decline until the closing months of 1886, 
although practically all traces of the de- 
pression of 1884 had disappeared six 
months previously. 

Summing up the situation, we find 
that present conditions are by no means 
unique, and that precedent can be found 
for all of them. Current indications are 
that the present depression will be of no 
longer duration than the longest of those 
which have occurred during the past 
fifty years, and that means that signs of 
improvement should be apparent during 
the fall months which are ahead of us. 
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to show somewhat further recession in 
automotive output. Demand for steel 
from the railroad field is exceedingly light 
at this time and seems likely to continue 
so on account of the exceedingly poor 
earnings condition of the roads. Ship- 
ments of structural steel have been show- 
ing a slowly but steadily declining trend 
for approximately a year, and there now 
appears little prospect for any material 
improvement in the immediate future to 
offset the downward trends in the other 
two important categories of steel demand. 

From the point of view of the holder of 
securities of the steel industry, it is im- 


portant to relate the volume and trend 
in steel production to the earnings posi- 
tion of the industry. In this connection, 
the importance of steel prices is stressed 
by the fact that although steel output in 
the first quarter of this year was approxi- 
mately 15 per cent above output for the 
last quarter of last year, earnings for the 
industry as a whole showed little or no 
improvement, and in many cases an 
actual decline. A comparison of output 
in April and May with the first quarter 
figures discloses the fact that if the second 
quarter output is to equal the first quarter 
it will be necessary that the month of 
June show an increase of approximately 
4 per cent over May. Present indications 
are that the reverse will be true, and when 
it is also considered that steel prices have 
perhaps been even less firm than in the 
first quarter, it becomes apparent. that 
second quarter earnings reports will be 
quite disappointing. With this definite 
prospect in view for the coming month, 
as well as the possibility of some further 
downward dividend revisions, there ap- 
pears to be little basis for a sustained 
market advance in the stocks of this 
group in the immediate future, notwith- 
standing their already severely depressed 
levels. However, from this point, it 
would appear that prospects for improve- 
ment of at least seasonal character this 
fall are sufficiently in evidence to make 
inadvisable the disposition of present 
holdings in the sound units of the industry. 
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NaTIONAL Power & Licut $6 cumula- 
tive preferred stock is listed on the New 
York Curb Exchange, where it enjoys a 
good market. This is the only issue of 
preferred outstanding. Company is an 
affiliate of the Electric Bond & Share, 
which supervises its operations. Earnings 
over the past few years have been satis- 
factory and have averaged better than 
5 times preferred dividend requirements 
since 1926. 


Pusiic Service oF New Jersry $6 
preferred ranks equally with the $7 and 
$5 preferreds as to dividends and assets. 
All issues are non-redeemable. Earnings 
record has been very satisfactory over the 
past several years and net income has 
held up exceedingly well during the cur- 
rent depression. Since 1926 results have 
averaged around $21 a share on all classes 
of preferred. All preferred issues enjoy 
a high investment rating. 
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Dividends Declared 























Pe- Pay- Hidrs. of 
Company Rate riod able Record 
A. T.&S. F. Ry. S April 1 June 26 
Abbott Labora.......... Q July 1 June 18 
Aetna Fire Ins.......... Q July 1 June 8 
Acme Steel............. Q July 1 June 20 
Am. Com. Pwr. pf Q July 1 June 15 
BE NE... cin cnese nents Q July 1 June 19 
Am. Gas & Elec................25e Q July 1 June 11 
NOS eae 3 Aug. 1 July 8 
RE ocaxéeSescskencusoce July 1 June 1 
_) 3 eee d Q July 1 June ll 
Am. Steel ee $1.75 Q June 30 June 15 
Auburn Automobile............. $1 Q July 1 June 20 
Axton Fishr. Tob, A........... 80e Q July 1 June 15 
Beatrice Creamery.............. $1 Q July 1 June 15 
—" RN ee 30c Q July 1 June 20 
a Aer rarer 62446e Q July 1 June 20 
ch B I. _ R. R.7% pf. .$3.50 S June 30 June 12 
2 DPE RES © S June 30 June 12 
Conde’ ae Publications. ....... 50e Q July 1 June 17 
ee ee $1 Q June 30 June 15 
“OO $1.25 Q July 1 June 15 
Cons. Film Indus. pf............ 50e Q July 1 June 19 
Continental Baking pf........... $2 Q July 1 June 15 
Cooper eae 75¢ Q July 1 June 10 
Cream of Wheat............... 50e Q July 1 June 20 
Curtis Publishing............ 3314%4e M July 2 June 20 
Elec. Auto-Lite.............. $1.50 Q July 1 June 15 
3) Ree eee $1.75 Q July 1 June 15 
Gen. Print DES avcubnxseovicd 62l446e Q July 1 June 16 
General Mills pf.............. $1.50 Q July 1 June 15 
Gdyr. T. & Rub. of Can....... $1.25 Q July 2 June 15 
Goodrich (B. F.) Co.. pf....... $1.75 Q July 1 June 19 
Guenther (Rudolph), Law 
ER oir. cans bias c¥e 25¢ Q July 1 June 20 
Hawaiian Be eb Vccuheess ate 30ec M June 16 June 19 
eee 50c Q July 1 June 15 
Homestake Min’gCo........... 50c M June 25 June 20 
Int’state Dept. Stores........... 50c Q July 1 June 20 
Irving Air Chute............... 25¢c Q July 2 June 15 
Kansas Elec. Pwr. pf.......... $1.75 Q July 1 June 15 
Kansas Elec. Pwr 6% pf....... $1.50 Q July 1 June 15 
OEE eae $2 Q July 1 June 17 
Lehigh Valley R.R........... 624%4c Q July 1 June 13 
‘ eee eee $1.25 Q July 1 June 13 
Sanaa! DE: nee psnxnseossaee 50ec Q June 16 June 5 
Loose-Wiles Biscuit............ 65¢ Q Aug. 1 July 17 
ENGR es coc saxaseuke $1.75 Q July 1 June 18 
Lorillard (P.) Co., pf.......... $1.75 Q July 1 June 15 
Se 75¢ Q June 30 June 15 
Oe 1 Q July 1 June 12 
Manhat. Ry. 7% gtd.......... $1.75 Q July 1 June 19 
Mead Johnson & Co............ 75e Q July 1 June 15 
. | eee 35e S July 1 June 15 
ere rer 50e Q July 1 June 12 
SSS 2c Q July 1 June 15 
Pacific Tei, & Tel.............$1.75 Q June 30 June 20 
Reynolds (R. J.) Tob........... 75e Q July 1 June 18 
|, Spd eer is 5“ Q July 1 June 18 
Rive Stix DG. Ist pf Q July 1 June 15 
“Se Q July 1 June 15 
Ross ‘ta "ere Q July 1 June 20 
Rossia Insurance............... 8 July 1 June 16 
Shattuck (F.G.)Co............ 25¢ July 10 June 20 
Sparks Withington............. 25¢ Q June 30 June 16 
Standard G. & El............ 87%4c Q July 25 June 30 
P&S” $1.50 Q July 25 June 30 
fa ees $1.75 Q July 25 June 30 
Sun Life A. of Can............. $6.25 Q July 1 June 15 
Superheater Corp.......-.... 624%e Q July 15 July 1 
PRMINUIDS oa ow anncavsnes $1 Q June 1 June 1 
1 AR ae aeneee $2 Q June 1 June 1 
9° ASA Re $1.75 Q June 1 June 1 
Taylor Milling............... 62\44e Q July 1 June 10 
Third Nat. Investors........... 55e .. July 1 June 16 
ey SS ae 30e Q July 1 June 20 
ELS? .s caasiease ote 124%4e Q July 1 June 15 
U.S _ Leaineisnseeee heen $1.10 Q July 1 June 15 
ee, Jo ce aas oe Se $1.75 Q July 1 June 15 
ae ba Rrra 75¢ Q Aug. 1 July 17 
Fr a ee Seam $2 Q July 1 June 19 
Wolo 64% pf.. Beebe aete $1.6244 Q July 1 June 20 
oe SS | eee Q June 30 June 15 
weer Tf ere $2 Q July 1 June 12 
, BERS er eae 2.50 Q July 1 June 12 
West. _ ed Weare: $1.75 Q June 30 June 17 
West Penn. Power 7% pf Q Aug. 1 July 6 
DoOGw........... 8 Aug. 1 July 6 
Western Un. Tel.......... July 15 June 25 
Young (L. A.) Sp. & W Q July 1 June 15 
by — Shet & Tube pf., 
Dotan ales aeree $1.37 Q July 1 June 13 
RT 
26 











FROM HERE 

















Has Been Tried Before 


HERE is nothing new or novel in the 
proposal of Mark Wolff, a New York 
attorney, for the formation of a national 
stockholders’ organization as a _ brake 
against corporate mismanagement and 
incompetence. Such organizations have 
7 erry been attempted 
> several times be- 

fore, but failed 
beeause they could 
not get sufficient 
support from the 
stockholders of the 
eountry. The 
feasibility of such 
a plan appealed to 
THE FINANCIAL 
WoRLD in a previ- 
ous period when 





Mark Wolff conditions not un-. 
Wantsto Help ke those now pre- 
Investors ?  vailing provided 


an  ineentive for 
cooperation by investors. We went so far 
as to incorporate the American Investors 
Association, whose main object was to 
exercise the stockholder’s right of repre- 
sentation at corporation meetings. Its 
services were offered gratis, but beyond a 
few supporters, those few being stock- 
holders in corporations that were operat- 
ing efficiently and honestly, it aroused no 
interest and was abandoned. 

It is difficult to get a sufficient number 
of shareholders in a given corporation to 
join forces and present a united front, and 
we are inclined to think that Mark Wolff 
will meet the same experience others have 
who have endeavored to render the 
public a worthwhile service. The theory 
of cooperation is sound enough, since it is 
simply the exponent of the principle that 
in union there is strength. In times past, 
Tue Financia Wor.p has advocated a 
substitute which if it eould be developed, 
would be more practical in checking 
mismanagement and incompetenecy than 
a national investors, association. That is 
a law compelling the presence at all cor- 
poration meetings of a public director 
who would act in an ex-officio capacity, 
empowered only to raise objection against 
any proposals considered inimical to the 
interest of stockholders, which objection 
would automatically restrain such action 
until the stockholders could pass upon 
its propriety. 


AAA 


Brand the Short Sale 


WRITER, in commenting on the 

difficulty the Stock Exchange has 
encountered in curbing short sales, makes 
the suggestion that the governors of the 
Exchange establish the requirement that 
all short sales be so listed with the word 
*‘short’’ on the ticker tape. Such a dis- 
tinguishing mark would make it possible 
for traders to determine the volume of 
short selling as compared with the sales 
of investment accounts, which are repre- 
sentative of real liquidation. The idea 
is interesting, but it is doubtful if it would 
provide a cure. 


RE 
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Curing Itself 


T= efforts being put forth to estab. 
lish a higher level of prices are sup- 
ported by circumstances more compul- 
sory than a mere expedient, and in that 
very necessity is the cure which will be 
effected without artificial stimulant. 
Neither the individual nor the corporate 
enterprise can continue long in business 
and remain solvent while selling goods or 
services at aloss. This, in the last six 
months, a considerable number have been 
doing. In that alone is the final remedy 
for the present low level of prices. In the 
meanwhile another factor is silently but 
definitely working in favor of a higher 
price level, and that is the low level of 
inventories which now prevails. 


AAA 


Perfection Has Drawbacks 


EARS ago, when no such thought as 

drastic deflation occupied the minds 
of the tire manufacturers, they proudly 
boasted and not without good reason how 
they had succeeded in bringing their 
product to such a high state of perfection 
that it would last on an average of 15,000 
miles. Not long before, if a tire ran for 
5,000 to 6,000 miles it was regarded as 
being a good one. Though efficiency was 
greatly increased, costs also came down 
materially. This striving to produce 
something better and lasting longer at 
lower cost has been one of the factors 
which worked against the tire industry, 
providing another problem aside from the 
decline in crude rubber prices which 
played so much.hob with their inventory 
charge-offs at year-end. The conclusion 
might be drawn that too much perfection 
has its drawbacks. 


AAA 


The Mating Season Here 


UT of the welter of distress through 
which industry has passed, a mating 
season between the strong and weak cor- 
porations may emerge. This spirit for 
amalgamation springs from the pressing 
necessity of the weak seeking the protec- 
tion of the strong, and will receive impetus 
from the recent decision of the Depart- 
ment of Justice in connection with the 
proposed Vacuum—Standard Oil of New 
York merger. But if the merger era even- 
tuates, it will have for its basis.an entirely 
different reason than that of uncontroll- 
able ambition for expansion, which so 
largely contributed to the downfall of the 
bull market. Instead of inflation in stock 
valuations, defiation will feature such: 
matings. This is as it should be, for then 
merger proposals would be made on & 
sound basis. Merger plans are already 
on foot in the oil industry, and reports 
indicate that before very long an an- 
nouncement may be expected of a pro- 
posed combination of several important 
independent Western steel companies. A 
great deal of waste in operating costs 
and unprofitable competition could be 
eliminated by mergers, and industry in 
general would be strengthened. 
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Another Aesop Fable 


HE shepherd who, in the fable, cried 

wolf so often that when the wolf did 
put in his appearance no one came to his 
rescue, has his prototype in this period. 
For several years leaders of industry have 
publicly stated that prosperity was just 
around the corner, but when the public 
looked for it they found, instead, depres- 
sion lurking there. Yet these statements 
were sincere expressions of their expecta- 
tions even if based primarily on nothing 
more tangible than hopes. But they have 
come so frequently without fulfilment 
that the public regards them as lightly 
as did the shepherd’s fellow sheep tenders 
look upon the ery of ‘‘wolf,’’ but as in 
that case so will it be now, for one of 
these days Prosperity will make his ap- 
pearance and rout Depression out of his 
place. 
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Even This Oracle Erred 


ECAUSE of his suecess as a bear 

operator, William Danforth, the Bos- 
ton speculator, acquired the reputation 
of an oracle. Hence the Street breathed 
a sigh of relief when it was announced 
that he had turned bull. A Boston 
financial publication haloed him with an 
interview in which he announced that 
98 per cent of. all the stocks were shell 
shock proof and for that reason he had 
covered, for he saw no advantage in reach- 
ing for the other 2 per cent which re- 
mained on the short side of the market. 
That was a week before the market took 
its biggest tumble and recorded losses of 
ten or more points in pivotal stocks, which 
all goes to prove that some of the oracles 
that Wall Street puts on pedestals can go 
wrong. There still was enough butter left 
to make the biscuits for the bears palat- 
able. 
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Mortimer L. Schiff 


UITE unexpectedly, Mortimer L. 
Schiff, who succeeded to his father’s 
interest in the banking house of Kuhn, 
Loeb & Company, died at his country 
home in Oyster Bay, N. Y. He was only 
fifty-four years of age, virtually in the 
prime of life, but heart disease, resulting 
from too athletic a life, took its toll. His 
death brought grief to a legion of friends 
for, in his modest way, he was a powerful 
factor in the financial world and his good 
and conservative judgment was fre- 
quently consulted. Mortimer L. Schiff 
inherited from his celebrated father the 
wisdom and the foresight which belonged 
to the old school of bankers—real leaders 
in the past in crises as serious as the 
present one. Evidence of this mental 
poise under circumstances which would 
tempt a great many others was indicated 
in the boom period when other reputed 
conservative bankers were engulfed by 
the craze for industrial promotions. Both 
Schiff and his banking house held aloof, 
content to remain bankers of sound enter- 
prises. To stand aside while the mob was 
rushing by needs a courage of steel and 
this metal was the principal component 
making up his character. 
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Utility Growth—No Accident 


T= growth and stability of the light 
and power industry have not been 
“just an accident,” W. Alton Jones, 
president of the National Electrie Light 
Association and first vice-president of 
Henry L. Doherty & Company, told the 
10,000, members of 
the association 
who attended the 
fifty-fourth con- 
vention at Atlantic 
City, New Jersey, 
last week. 

“It has been 
able to go through 
one of the most 
serious business 
depressions the 
world has ever seen, 
without impair- 


W. Alton Jones 


ment of its financial Proves Utility 
structure or great Growth More Stable 
diminution of its than in Other In- 
productive earning dustries 


power,” he added, 

Comparing the reports of more than 
600 corporations for the first three 
months of this year with the same 
three months of a year ago, Mr. Jones 
pointed out that, while the earnings of 
259 industrial corporations were 54.8 
per cent under those of the same three 
months of 1930, and 171 railroads showed 
a decline of 39.3 per cent, 76 light, power 
and gas companies showed a decrease 
of only 1.6 per cent. 

‘*Tf this comparison is to be taken as a 
measure of the relative effect of the 
business depression of the country on 
industry,”’ he continued, ‘‘it will be seen 
that our industry has been greatly 
favored. This would seem to be con- 
elusive evidence of its diversity and 
stability.” 

In emphasizing the fact that light and 
power rates have declined steadily during 
the past thirty years, Mr. Jones said: 

‘An examination of the record shows 
that the amount of electricity used by 
domestic customers in 1930 would have 
cost 150 million dollars more in 1920, 300 
million dollars more in 1910, 800 million 
dollars more in 1900, and 1,250 million 
dollars more in 1890. While domestic 
consumption has increased more than 
sixty times in the past forty years, the 
total domestic bill of the nation has 
increased less than twenty times.”’ 

Other speakers at the several sessions of 
the convention included F. A. Merrick, 
president of Westinghouse Electric & 
Manufacturing Company, David Law- 
rence, publisher of The United States 
Daily, W. C. Mullendore, vice-president 
of the Southern California Edison Com- 
pany, Gus W. Dyer, editor of The South- 
ern Agriculturist, and M. H. Aylesworth 
president, National Broadcasting Com- 
pany. 

The exhibit in conjunction with the 
convention included new devices and 
types of equipment. A system of tubular 
lighting adaptable to homes was shown 
which will illuminate a room with any one 
of six colors by the use of a single switch. 











Humphrey B. Neill 


and Buchanan Tyson 


(Former Vice-Presidents of Wetsel Market Bureau) 


Announce 
An Unprecedented 
Introductory Offer! 


Send us your subscription to 
our weekly bulletin, “The Trend 
of Stock Prices,’”” TODAY, using 
the coupon below, for a period of 
one year (52 issues). 

At the end of a month you 
have the choice of either sending 
us $15, the rate for 12 months; 
or, canceling without cost or 
obligation. 

See our full page advertisement 
in the June 10 issue of “‘ Financial 
World” for further details. 
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NEILL-TYSON, Inc. 


Investment and Trading Counsel 


366 Madison Ave., N. Y. City 


Please enter my subscription to your 
weekly bulletin, ‘‘ The Trend of Stock Prices,’ 
for one year. At the end of one month I will 
either cancel, or remit $15, the full subscrip- 
tion price for 12 months. F.W.-6-17 
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Print Plainly, Please! 








Illuminating 
facts about 
Canada 


The Financial Post Business Year 
Book, 1931, is a comprehensive 
economic survey of Canada and 
Newfoundland, giving reviews of 
industries and resources, produc- 
tion, markets and buying power, 
advantages of Canada as a branch 
plant location, foreign trade, 
finances, taxation, and all other 
aspects of economic .activity and 
development. Latest statistical 
information illustrated with ex- 
planatory charts and diagrams. 
Over 200 pages of extremely use- 
ful and valuable data, presenting 
a graphic picture of the buying 
power of Canada, the fifth greatest 
trading nation in the world. 


Send for this Survey 
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The Financial Post,! 
153 University Ave., 
Toronto, 2, Canada 


Send me paageld The Financial Post Business 
Year Book, 1931. I enclose $2.00 in payment. , 




















WEEKLY RECORD OF EARNINGS 








3 MONTHS ENDED MARCH 31: 





: -193 1930 
Net Earnings Pershare Net Earnings Per Shae 








Colonial Beacon Oil................6. d1,005,011 nil $856,861 nil 
Foundation Company................. d152,329 nil d31,046 nil 
ares SNORE ce as wa usec we we 145,424 | eee siete 
Postal Telegraph & Cable............. d285,490 nil 143,383 p0.47 
6 MONTHS ENDED APRIL 30: 
Firestone Tire & Rubber.............. 2,908,553 0.56 2,320,118 0.23 
RIOD ane Oe MOIDOET.. . cnn cncocevenee d193,201 nil d64,614 nil 
4 MONTHS ENDED APRIL 30: 
Cleveland Railway Company.......... 926,879 2.81 1,019,751 3.10 
Pacific Telephone & Telegracph......... 6,509 ,864 2.70 4,641,712 1.68 
12 MONTHS ENDED MARCH 31: 
Oo SS eee ee ee 791,521 Ree T\:  sxideere eo 
Kast Kootenay Powcr...........ccecrecs 76,887 0.23 102,820 1.09 
12 MONTHS ENDED APRIL 30: 
Amer. Water Works & Electric........ 6,116,894 2.81 7,818,783 3.90 
Bangor Hydro-Electric................ 857,502 Sie 830,040 iiate 
CORI A RWENUENR... ... ..06s00s00s0es 44,791 2.58 87,288 5.04 
Federal Light & Traction.............. 12,091,504 wae $2,123,518 Bie tates 
Galveston-Houston Electric............ 04,457 nil 265,668 a ERS 
Peoples Light & Power..............<. 987,928 a 0UCtC cies 
United Light & Power................ 9,591,921 1.73 10,940,050 2.37 
United Wall Paper Factories........... d8,646 ak —0C—<—*té‘t«s cae 
12 MONTHS ENDED OCTOBER 31: 
Ue MO. 5 oc ck ccss ee nevcee d1,161,666 nil d2,419,657 nil 
12 MONTHS ENDED DECEMBER 31: 1930 1929 
American Ship & Com™merce........... d53,374 a 
National Food Products............... d95,639 nil 202,662 
p On preferred stock. t Before depreciation. d Deficit. 














MORATORIUM FOR GERMANY? 


conctuded 





from page 7 








unfamiliar with the details of the entire 
reparations problem; that after this wave 
of selling, however, Germany’s credit 
would substantially improve with better 
prices for its outstanding obligations. 
In corporate language such a moratorium 
would be similar to a postponement of 
dividend payments on common stocks, 
whereby the position of the senior issues 
obviously improves. Furthermore, in- 
asmuch as a moratorium would enable 
the German Reich to bring its financial 
house in order it would probably 
strengthen the present government’s po- 
sition and lessen the influence of the rad- 
ical parties of the right and the left, 
thereby improving the stability of 
Germany’s internal political situation. 

With reference to the interallied debts 
the situation would become somewhat 
complicated. Under the Young Plan 
the German annuities have been fixed: to 
eover the amounts which the favored 
nations owed to Great Britain andthe 
United States with Great Britain having 
pledged itself in the Balfour note not to 
ask more in reparations, and in debt pay- 
ments from its allies, than it needed to 
cover its own debts to the United States. 
Consequently, with Germany’s failure 
to pay the full annuities, Italy, Belgium 
and France would receive less than they 
are under obligation to pay to Great 
Britain and the United States; and also 
Great Britains’s receipts from Germany, 
which go entirely into the debt service 
toward the United States, would be in- 
sufficient. 

Under the various debt agreements with 
our government, our former allies have 
the right to resort to some kind of post- 
ponement of their debt service. Assum- 
ing that a moratorium is granted to Ger- 
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many, will our debtors avail themselves 
of the privilege for postponement in the 
various debt agreements or will they con- 
tinue to meet their obligations? Or will 
they finally ask for a thorough revision 
of the settlements? 

With our present large deficit there is 
little inclination in official circles at 
Washington to consider such a request 
and war debt cancellation is tabu. More 
than once our administration has declared 
that it considered the question of war 
debts as ‘‘definitely”’ settled, due to the 
fact that, on the original amount and 
interest, we have already made a conces- 
sion of over six billion dollars in favor of 
our former allies. Furthermore, in view 
of the fact that France receives the lion’s 
share of Germany’s unpostponable repa- 
rations payments, amounting to $157,- 
000,000 per annum, and considering the 
financial situation of France; it would 
create a peculiar situation to see France 
discontinue its debt service to the United 
States on account of a German mora- 
torium. The same applies to England, 
but for the other nations concerned this 
question takes a different aspect. Italy, 
for instance, appears to stand by its 
previously declared maxim: “‘No repa- 
rations, no payments on interallied debts.” 

On the other hand, the Young Plan 
stipulates that Germany should benefit 
to the extent of two-thirds of any relief 
which any Creditor Power may effectively 
receive in respect of its net outward pay- 
ments on account of War Debts. This 
clause in the Young Plan therefore closely 
interconnects reparations payments and 
interallied debts, and Europe is accus- 
tomed to look upon these two items as one 
complex, which sooner or later has to be 
settled in a way which could be regarde4 
as definite and do away with all tempo- 
rary measures. It is therefore reasonable 
to assume that a possible revision of the 
Young Plan will lead also to attempt a 
revision of the present interallied debt 
arrangements. 





4 Two new shingles appeared on Wall 
Street last week. The firm of James J, 
Hamilton & Company opened its doors 
at 90 Wall Street to conduct a general 
investment business. James J. Hamilton, 
formerly deputy treasurer, deputy con- 


troller and chief investigator of the 
Bureau of Securities of the Departmen 
of Law of the State of New York, is the 
head of the organization. At One Wal 
Street the firm of W. F. Sey & Company 
was organized for the purpose of specializ- 
ing in real estate bonds in the over-the- 
counter market. The partners are 
William F. Sey and Albert S. Bass. 


4G. M.-P. Murphy & Company, mem- 
bers of the New York Stock Exchange, 
have decided to keep in closer touch with 
their growing New England clientele, 
A branch office has been opened in Bos- 
ton at 50 Congress Street under the man- 
agement of Arthur L. Devens. Charles 
R. Carney, formerly manager of the Bos- 
ton office of August Belmont & Company, 
and Clarence E. Smith, previously con- 
nected with Curtis & Sanger in Boston, 
will assist. A complete investment and 
brokerage service will be rendered. 


4 James C. Auchincloss, a governor of 
the New York Stock Exchange, has been 
elected president of the Better Business 
Bureau of New York City, Inc., for his 
fifth term. Other officers re-elected in- 
cluded C. Van R. Halsey, vice president; 
Sherman B. Joost, treasurer; and H. J. 
Kenner, general manager. Mr. Kenner 
is serving his tenth term. 


4 James Bruce, recently elected president 
of the Baltimore Trust Company, has 
been elected a director of the Commercial 
Credit Company. Mr. Bruce was former- 
ly a vice-president of the Chase National 
Bank. 


4 Jess W. Sweetser, former amateur golf 
champion, who has been in Wall Street 
about eight years, has been made general 
partner in the New York Stock Exchange 
firm of Shields & Company. T. C. Rod- 
man, in charge of the Chicago office of 
the firm, also has been made a general 
partner. 


4 Bacon & Company is a new brokerage 
house with offices at 232 Montgomery 
Street, San Francisco, California. Wil- 
liam R. Bacon, head of the firm, has been 
elected to membership of the San Fran- 
cisco Stock Exchange. The house also is 
a member of Los Angeles Stock Exchange, 
San Francisco Curb, Los Angeles Curb 
and Chicago Stock Exchange. 


4 Wells Morris, southern California in- 
vestment banker, is the new president 
of the Los Angeles chapter of the Invest- 
ment Bankers’ Association of America. 


4 The Closure Service Company, a sub- 
sidiary of the Owens-Illinois Glass Cor- 
poration, has opened a New York office 
at 50 Church Street. W. R. House is the 
manager. 


A One of the leading resort sections of 
Long Island will find Kohler, Finley & 
Company prepared to care for the broker- 
age requirements of the vacationist. A 
branch office under the management of 
Clarence E. Kohler has been opened at 
West Hampton Beach. 
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Bank and 
Insurance 
Topics 








Chicago Banks 
Merge 


Announcements involving the consoli- 
dation of four Chicago banks were the 
outstanding developments in the banking 
world last week. The institutions were 
the First National Bank of Chicago, 
which absorbed the Foreman-State Na- 
tional Bank and the affiliated Foreman- 
State Trust & Savings Bank, and the 
Central Trust Company which took over 
the National Bank of the Republic, 
Chicago. The latter combination has 
often been rumored and caused no sur- 
prise. Consolidation of the Foreman 
banks with the First National will result 
in an institution with resources of ap- 
proximately $900 millions, making it 
second in size to the Continental Illinois 
Bank & Trust Company. Combined 
resources of the Central Trust and the 
National Bank of the Republic amount to 
about $350 millions. 

These consolidations were well received 
by bankers and business men throughout 
the country, it being the opinion that the 
banking situation in Chicago had been 
strengthened considerably by these mer- 
gers. However, a number of banks in 
outlying districts failed to open their 
doors. Several of these were affiliated with 
the Foreman institutions. It was indi- 
eated that their failure to open was a 
precautionary measure, pending plans for 
reorganization. 


1930 Fire & Casualty 
Losses Increase 


Losses by fire throughout the country 
amounted to $499,739,136 in 1930, an 
increase of $40,293,358 over 1929, ac- 
cording to a report submitted recently at 
the annual meeting of the National Board 
of Fire Underwriters. Arson and in- 
cendiarism showed a substantial increase 
due largely to the business depression and 
to the drought. The Board investigated 
3,789 eases of suspicious fires against 
2,360 in 1929; arrests last year for these 
crimes totaled 1,311 compared with 802 
in the previous year, and convictions rose 
from 313 to 401. 

Nation-wide lesses of 62 casualty and 
surety companies doing business in New 
York State were greater in 1930 than the 
aggregate for the previous five years 
despite the fact that 1929 was itself a 
record year in this respect. Figures 
issued by the National Bureau of Casualty 
and Surety Underwriters show that losses 
amounted to $41,548,348 on a total in- 
come of $642,631,243 compared with 
losses of $13,618,247 on an income of 
$623 287,736 in 1929. The greatest losses 
were sustained in workmen’s compensa- 
tion and automobile public liability 
insurance, both of which have proved 
unprofitable lines in the past. According 
to the Bureau a more serious situation 
exists this year and it urges that im- 
mediate action be taken looking toward 
substantial rate increases in several lines, 
especially workmen’s compensation and 
automobile public liability. 
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Margin Account 
|Requirements Eased 


a ory reduction by banking institutions 
of margin requirements on common 
stocks has provided the stimulus for the 
wholesale reduction of brokers’ require- 
ments for customers accounts. Most 
New York banks have fixed 20 per cent as 
adequate margin against collateral loans, 
as compared with 25 per cent during 
1930 and up to the present time and 30 
per cent and higher during 1929. 

The majority of the New York Stock 
Exchange houses will now open a margin 
account with an initial deposit of $500 
in cash or its equivalent in suitable 
collateral. Previously, $1,000 was the 
usual minimum. Stocks listed on the 
big board selling at $10 a share or more 
will be taken in margin accounts as 
compared with a price of $20 a share 
before the easing of requirements. Some 
stocks on the Curb will be carried on 
margin as heretofore, but unlisted securi- 


‘ties still are not acceptable. No less than 


ten shares of any stock will be carried on 
margin, as heretofore, and stock selling 
for 974 or less must be owned outright. 
A few houses are accepting stocks be- 
tween $5 and $10 on a 50 per cent mar- 
ginal basis. 

Interest is now being charged on debit 
balances at a minimum rate equal to the 
average call money rate plus 2 per cent, 
and interest at the current bank rate is 
allowed on credit balances of $7,500 or 
over. 

The minimum commission on pur- 
chases and sales of stocks has been re- 
duced by many houses to $3 from $5. 
The present schedule of commissions for 
executing orders on the New York Stock 
and New York Curb Exchanges: 


THE NEW YORK STOCK EXCHANGE 


Commission 
Price of Stock: per 100 Shares 
50c to % Barak Gian ate ied o acelate Sea wien tata $3.00 
Oe RN oo ce arishcsiei bicee os ocnlaeintese 7.50 
EN Go co's Sinaco als ye Rome a wees 12.50 
OS RS ae ee aren ere ere om 15.00 
IE: cco a i ooo CS Win ae Kwa wiake se 17.50 
PRIMM 2. 6 ahr Se oie he tas ooaisiers 20.00 
So ia nx tte ane kan 25.00 
SE IRI sooo sy aries: acs vane wad 30.00 
THE NEW YORK CURB EXCHANGE 
Commission 
Price of Stock: per 100 Shares 
ON 282 Sg Ss eacieresd) hdsne.o/'o ws eS *$2.00 
ccs 2 Shiver aces es: icra te, 4o Rpauer eee 5.00 
DREN cc Geo Sree.s ue dlerwvaais es ttes 7.50 
NE RIES fh co ke arias oa ene 6 dele eee piel 12.50 
Te a eee ee ne ne 15.00 
ee oS re re rains Paied br aate) atone 17.50 
Ee I hia'\, 5 0 es eal fe, cue armeieennd 20.00 
Noe osha eo chee csetecua erase ores 25.00 





*The $2 commission applies when 200 or 
more shares are bought or sold. A $3 com- 
mission is charged on 100 shares. 

Nore: At $200 and over, but under $250 the 
charge is $30, and for each additional $50 or 
fraction thereof on the price of a share of stock 
the commission for 100 shares is $5 additional. 
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How Much is a Cent Worth? 


ITH the price of copper falling to an 

all-time low below 8% cents a 
pound, the Lincoln cent that jingles in 
your pocket contains just about 3/50 of a 
cent’s worth of copper, and it would take 
over 1,600 of them to be worth a dollar if 
Uncle Sam did not promise to stand 
behind the country’s coinage. 

There are approximately 144 cents to 
the pound of the red metal, and until 
copper sells at $1.44 a pound, each cent 
will always be of great deal less value 
than the fraction of a dollar it represents. 
A one-cent piece is composed of about 95 








per cent copper and 5 per cent nickel and_ 


tin. 
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4 Abbott Laboratories ca 


Current $2.50 annual dividend is being 
maintained, the 62)4-cent quarterly pay- 
ment having been declared payable July 1. 
Financial position of company is reported 
to be good with current assets better than 
nine times current liabilities. Com- 
bined net earnings for the first five months 
of 1931 were approximately 10 per cent 
better than in the same period of last 
year, notwithstanding a decrease in sales 
of about 4 per cent. 


4 Anglo-Chilean Nitrate “D” 
Rather than exchange Anglo shares for 
Cosach, company will distribute to each 
stockholder four shares of Cosach for 
each one share held. Thus a holder of 
100 shares of Anglo-Chilean will receive 
400 shares of Cosach and will retain his 
100 shares of Anglo. This is being done 
because Anglo is retaining 1,291,335 
shares of Cosach in its treasury together 
with indebtedness not assumed by 
Cosaech, which amounts to $2,661,040 
exclusive of interest. The new Cosach 
shares will probably sell around 114 to 2 
and when Anglo sells ex- the four shares 
of Cosach, it will have a very small value. 
Anglo will probably be removed from 
listing on the Curb when Cosach is ad- 
mitted and may then be traded on the 
Produce Exchange. 


4 American Cigar — 
Company is evidently committed to 
putting over its ‘“‘Cremo”’ brand of 5-cent 
cigar at any cost. Dividends have now 
been suspended on the preferred stock 
following omission of payments on com- 
mon in November, 1929. 


4 Armstrong Cork — 


Improved operating results are reported 
for four months ended April 30, 1931, 
with net income up 23 per cent from the 
same months of 1930. Gross sales, 
however, have shown a 31 per cent 
decline. The indicated improvement in 
profit margin is attributed to a sharp drop 
in the prices of raw materials and to 
improved methods of manufacture and 
distribution. 


4 Carnation Milk —_ 


Following report that earnings for first 
six months of this year were as favorable 
as the same period of last year, directors 
declared the regular semi-annual dividend 
of 75 cents on the common stock. Com- 
pany continues to enjoy a good financial 
position with current assets about five 
times current liabilities and no bank 
loans outstanding. 


4Ce Co Manufacturing "7: 
Annual report for fiscal year ended 
Mareh 31, 1931, disclosed that production 
of radio tubes was only 10 per cent below 
the previous fiscal year, but lower prices 
as a result of competition caused a drop 
of 20 per cent in dollar sales. Deficit 
reported was larger than that of the pre- 
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ceding fiscal year, when heavy charge-offs 
were made for development and research. 


4 City Machine & Tool —— 


Merger plan of company for consolidation 
with City Auto Stamping Company will 


be submitted to stockholders of both’ 


companies on June 24. If approved, 
City Machine stockholders will receive 
one share of City Auto Stamping for each 
share held. 


4 Columbia Pictures —" 


Following announcement that manage- 
ment would not cut wages or salaries, 
directors voted to cut the common divi- 
dend in half. The new rate places stock 


_on a 75-cent annual basis as compared 


with $1.50 previously. Company is inau- 
gurating a new department to be known 
as the Non-Theatrical Division, to serve 
the requirements of the large number of 
organizations and institutions which have 
installed sound picture equipment. 


4 Doehler Die Casting — 


Company reports a substantial increase 
in orders for aluminum and brass castings 
for the second quarter of the year. Em- 
ployment has materially improved since 
the close of last year and the program 
for the remainder of 1931 ealls for a 
further expansion of operations. 


4 Dresser Manufacturing “B” 


In reflecting the benefit of increased pipe 
line construction, company’s sales and 
net profits in the first four months of the 
current year ran about 30 per cent ahead 
of the same period of a year ago. It 4s 
therefore believed that the present annual 
dividend of $2 on the class B stock will be 
maintained. Earnings for 1930 on these 
shares equaled $5.24 a share as compared 
with $5.02 a share in 1929. 


4 Empire Steel —_ 


Preparations are being made for the re- 
sumption of operations at Niles of the 
Falcon works of the company, which was 
recently foreed into receivership. The 
receiver has been granted permission by 
the court to operate the properties. 
Operating normally, company’s plants 
at Niles employ 1,800 men. 


4 Ferro Enamel — 


In explaining the omission of dividends 
on the class A shares, company stated 
that a satisfactory profit had been made 
in 1930 but that a substantial portion of 
the cash reserves was required for the 
purchase of the Ferro Enamel Supply 
Company, which handles the sales of the 
product. Company has two classes of 
stock outstanding with only 25,000 shares 
of each class A and class B issue, and no 
funded debt. 


4 Foote Bros. Gear — 


Plans have been approved for a merger 
of company with the Dodge Manufac- 


_ turing Company to form the $10,000,000 


arte | 


Dodge-Foote Corporation. Consolidation 
will be effected through an exchange of 
shares, no public financing being neces- 
sary. Three-tenths of a share of new 
common will be exchanged for each share 
of Foote Bros. $5 par common; and 1% 
shares for each one share of no par com- 
mon of Dodge Manufacturing. Plan ig 
subject to approval of stockholders. 


4 Insurance Securities > 


Businesses of company’s two subsidiaries, 
New York: Indemnity Company and 
Union Indemnity Company, have been 
merged under the name of the latter 
and all policy obligations have been 
assumed by the latter company. The 
two fire insurance subsidiaries, Bankers & 
Merchants Fire Insurance Company and 
La Salle Fire Insurance Company, have 
also been consolidated under the name of 
the latter. Merger of these companies, 
which write identical lines of insurance, 
is expected to effect substantial economies 
in operation. Company also controls the 
Detroit Life Insurance Company and 
the Union Title Guarantee Company. 


4 Lakey Foundry “Tr 


Company broke a little better than even 
in the six months period ended April 30, 
1931. It is doubtful, however, if earn- 
ings will compare with the equivalent of 
12 cents a share reported for the same 
six months of the previous fiscal year. 


4 National Fireproofing ie ty 
In opinion of the company’s president, 
corporation is in best position in its his- 
tory as a result of the expenditure of 
$6,000,000 in a seven-year program of 
improvements in its plants throughout 
the country. 


4 Novadel-Agene “B” 


According to company’s president, con- 
solidated earnings for first four months 
of 1931 showed an increase of 6.4 per cent 
over the similar period of a year ago. In 
other words, the margin of $2 over the 
present annual dividend of $4 is being 
maintained if not increased. 


4Pan American Aifways “Tr 
Company has inaugurated a regular air 
express service on fast air mail schedules 
from Miami to Haiti, the Dominican 
Republic, Porto Rico, Antigua, Trinidad, 
Brazil, Jamaica and several countries 
on the Gulf of Mexico. Within the 
next two months, it is expected that 
service will be extended to 32 countries 
and colonies in all. 


4 Segal Lock “or 


The 24-hour day has been restored at 
company’s Brooklyn, New York, plant in 
order to meet the demand for the new 
razor and blades recently introduced. 
On new schedule, company will about 
double previous production. Old pro- 
ducing units have been remodeled and in 
addition three new units capable of pro- 
ducing around 100,000 blades daily will 


THE FINANCIAL WORLD 





— we Ss 





pe placed in operation in the next two 
months. A report has recently cir- 
culated to the effect that the Segal razor 
and blades. would be distributed through 
the United Cigar Stores chain. 


4 Standard of Indiana “? 


Declaration of a 40-cent dividend by 
Pan American Petroleum was construed 
as a favorable development for the com- 
pany, as latter is holder of 95 per cent of 
the common and class B stock. Standard 
Oil of Indiana will receive $1,288,113 
from its subsidiary, but this will only 
amount to about 7 cents a share on 
Indiana’s 16,996,596 shares of common 
stock. Pan American last year was one 
of the few oil companies to show an in- 
crease in earnings. 


4Vesta Battery — 


Stockholders have approved plans for 
formation of a new company to be known 
as the Vesta-Consolidated Corporation, 
which will acquire all fixed assets, inven- 
tories and good-will and patents of com- 
pany and the Consolidated Battery Cor- 
poration. 
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Midland Utilities 
Company 
Notice of Dividends 


The Board of Directors of the 
Midland Utilities Company has 
declared the following regular 
quarterly dividends: 

One and three-quarters per cent 
(1% Ke on each share of the out- 
standing seven r cent (7 
Prior Lien Stock. ” — 

One and one-half per cent 
(144%) on each share of the out- 
standing six per cent (6%) Prior 
Lien Stock. 

One and three-quarters per cent 
(134%) on each share of the out- 
standing seven per cent (7%) 
Class A Preferred Stock. 

One and one-half per cent 
(114%) on each share of the out- 
standing six per cent (6%) Class 
A Preferred Stock. 

The above dividends are payable 
July 6, 1931, to stockholders of 
record June 22, 1931. 

BERNARD P. SHEARON, 


Secretary. 











Moving Up the Rear Guard 


COMMON predicament, not of their 

own making, has resulted in con- 
solidating the fighting ranks of the rail- 
roads. Not only were they compelled 
to withstand the fall in traffic resulting 
from the depression, but the continuous 
paring down of freight rates made their 
plight a double one. It has been esti- 
mated that since the Interstate Commerce 
Commission assumed paternal control 
over their rates, more than 5,000 down- 
ward revisions have been made. The 
Transportation Act aims to provide them 
with a return on their investment equiva- 
lent to 51% per cent but as an industry 
it never has been able to reach this figure 
even in good years, and recently earnings 
have dropped to barely 214 per cent. 
This continuous attrition in earning power 
now has reached a point where an atti- 
tude of turning the other cheek to be 
smitten can no longer continue, and the 
fighting spirit of the roads to demand 
what is justly due them is aroused. 

That in itself will not win their battle. 
They must bring up their rear guard to 
support them and upon such a guard the 
railroads can extensively draw. Their 
own operatives provide one phalanx 
which realizes how much their own bread 
and butter depends upon the existence 
of their employers’ ability to operate 
profitably. Then there are the savings 
banks and insurance companies with their 
millions of policy holders having a vital 
stake in the solvency of the railroad 
structure in which they have billions 
invested. This is a rear guard whose 
strength politicians will be quick to re- 
spect once they are aroused, and they 
certainly are now in that state of mind. 
As Calvin Coolidge, in one of his homely 
economic philosophies pointed out, the 
mutual savings banks with their $11 
billions and life insurance companies 
possessing $36 billions, a considerable part 
of which is invested in railroad securities, 
have a right to expect from the Govern- 
ment a sympathetic attitude for the pro- 
tection of these savings. But they have 
hot received it in the railroads. 
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UNITED STATES FOIL COMPANY 
15 Exchange Place, Jersey City, N. J. 

The regular quarterly dividend of $1.75 per 
share has been declared on the issued shares of 
Preferred Stock of Unttep States Fort Com- 
PANY; and a dividend of 12%4¢ per share has 
been declared on the issued shares of Class A 
Common and Class B Common Stocks of this 
corporation, for the quarter ending June 30, 
1931, pert July 1, 1931, to the holders of 
such shares of record at the close of business 
June 15, 1931. 

The transfer books will not be closed. Checks 
will be mailed. 

u. S. D. Woops. Secretary. 
Dated June 3, 1931. 











NATIONAL DISTILLERS 
PRODUCTS CORPORATION 


The Board of Directors has declared 
a quarterly dividend of 50¢ per share 
on the outstanding Common Stock, 
on Fy on August 1, 1931, to stock- 

olders of record on July 15, 1931. 
The transfer books will not close. 


THOS, A. CLARK 


May 28, 1931 TREASURER 











United Shoe Machinery Corporation 


The Directors of this Corporation have de- 
clared a dividend of 37% cents per share on the 
Preferred capital stock. They have also declared 
a dividend of 6214 cents per share on the Com- 
mon Capital stock. The dividends on both Pre- 
ferred and Common stock are payable July 6, 
1931, to stockholders of record at the close of 
business June 16, 1931. 

CHARLES G. BANCROFT, Treasurer. 








The Bell Telephone Company of Canada 
NOTICE OF DIVIDEND 


A dividend of two per cent (2%) has been 
declared payable on the 15th of July, 1931, to 
shareholders of record at the close of business 
on the 23rd June, 1931. 

W. H. BLACK, Secretary-Treasurer. 

Montreal, 27th May, 1931. 





The Pacific Telephone and Telegraph Company 


Notice of Dividend on Common Stock. 


A dividend of One Dollar and Seventy Five cents 
($1.75) per share on the Common Stock of this Company 
will be paid on Tuesday, June 30, 1931, to stockholders 
“ a at the close of business on Saturday, June 20, 


. W. J. PHILLIPS, Secretary. 
San Francisco, June 4, 1931. 





The New York Central Railroad Co. 
New York, June 10, 1931. 
A Dividend of One Dollar & Fifty Cents ($1.50) 
= share on the capital stock of this Company has 
nm declared payable August 1, 1931, at the Cffice of 
the General Treasurer, to stockholders of record at the 
close of business June 26, 1931. 


H. G. SNELLING, General Treasurer. 








AMERICAN GAS 
AND ELECTRIC COMPANY 
Preferred Capital Stock Dividend 

. New York, June 3, 1931. 
The regular quarterly dividend of One Dol- 
lar and Fifty Cents ($1.50) per share on the 
issued and outstanding no par value Pre- 
ferred capital stock of American Gas and 
Electric Company has been declared out of 
the surplus net earnings of the company for 
the quarter ending July 31, 1931, payable 
August 1, 1931, to holders of such stock of 
record on the books of the company at the 
close of business July 8, 1931. 


FRANK B. BALL, Secretary. 





AMERICAN GAS 
AND ELECTRIC COMPANY 


Common Capital Stock Dividend 

New York, June 3, 1931. 
The regular quarterly dividend of Twenty- 
five Cents (25c) per share on the no par 
value Common capital stock of American 
Gas and Electric Company has been de- 
clared out of the surplus net earnings of the 
company for the quarter ending June 30, 
1931, payable July 1, 1931, to holders of 
such stock of record on the books of the 
company at the close of business June 11, 


: FRANK B. BALL, Secretary. 





AMERICAN GAS 
AND ELECTRIC COMPANY 


Regular Semi-Annual Common 
Capital Stock Dividend 


New York, June 3, 1931. 
A regular semi-annual dividend at the rate 
of one-fiftieth (1/50) of ashare on each share 
of the present no par value Common capital 
stock of American Gas and Electric Com- 
pany has been declared out of the surplus 
net earnings of the company, payable in 
full paid no par value Common capital stock 
of the company on July 1, 1931, to holders 
of such stock of record on the books of the 
company at the close of business June 11, 


1931. 
FRANK B. BALL, Secretary. 














THE UNITED LIGHT 
AND POWER COMPANY 


BANKERS BUILDING 
CHICAGO, ILLINOIS 








The Board of Directors of The United Light and 
Power Company has declared the following divi- 
dends on the stocks of the Company: . 

A quarterly dividend of $1.50 a share on the 
$6.00 Cumulative Convertible First Preferred 
Stock, payable July 1, 1931, to stockholders of 
record at the close of business on June 15, 1931. 

A dividend of 25¢ a share on Class “A” and 
Class ‘‘B’? Common Stocks, payable August 1, 
1931, to stockholders of record at the close of busi- 
ness on July 15, 1931. 

Stock transfer books will not be closed. 


L. H. HEINKE, Secretary. 
Chicago, June 2, 1931. 








COLUMBIA 
GAS & ELECTRIC 


CORPORATION 
June 4, 1931 
Bb Board of Directors has declared this 
day the following quarterly dividends: 
Cumulative 6% Preferred Stock 
Series A 
No. 19, $1.50 per share 
Cumulative Preferred Stock 
5% Series 
No. 9, $1.25 per share 
Common Stock (no par value) 
No. 19, 50¢ per share 
payable on August 15, 1931, to shareholders 
of record at close of business July 20, 
19 


EDWARD REYNOLDS, Jr., 
Executive Vice-President & Secretary 























American & Foreign Power Company Inc. 
Preferred Stock Dividends 

The regular quarterly dividends of $1.75 per share 

on the $7 Preferred Stock and $1.50 per share on the $6 

Preferred Stock of American & Foreign Power es ag 

Ine. have been declared for payment July 1, 1931, to 

—— of record at. the close of business June 15, 


A. C. RAY, Treasurer. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


(ae features of this page elaborated 
and interpreted in the Trend of Things” 








A AVERAGE STOCK PRICES 





1931 
June10 June3 May 27 
Railroads 86.67 84.50 87.40 
Industrials 74.10 71.80 74.64 
Combined 70.14 68.08 69.68 


A FEDERAL RESERVE REPORTS, MEMBER BANKS 
1931 
(000,000’s omitted) June 3 May 27 
Deposits—-New York City . $6,992 $7,078 
Deposits—Outside New York City.. 13,969 13,981 
Loans on Securities—N. Y. C 2,92 2.669 
Loans on Sec.—Outside N. Y.C.... 3,059 
jInvestments—New York City..... 1,158 
jInvestments—outside N. Y. C 2,690 
Total loans and discounts......... . 14,813 
Total net demand deposits a 13,625 
Total time deposits..........c00.% : 7,396 
+Other than U.S. Govt. securities 
A WEEKLY BANK CLEARINGS 
(000,000’s omitted) 
New York City 
Outside of New York City 


A MISCELLANEOUS 
Total brokers’ loans (000,000) 
Federal reserve ratio (System) 
Federal reserve ratio (N. Y.)....... 





1 
May 30 May 23 } 
$4,259 $5,917 








May 30 
2,474,950 2,462,150 
A FOREIGN EXCHANGE A COMMODITY PRICES 
1931 1930 1931 1930 
Par June 10 June 11 June 10 June 11 
$4.86 3g England. ..$4.86!!/s2 $4.85 9/16 - 0.571% $1.0434 
3.92° France.... 3.91% 0.58 4 
5.26 
13.90 i . 13.92% 
23.82 .. 23.73 4% 
14.069 in... 44.05 
40.20 .40.23 4% 
.. 26.77 &% 
..26.77% 
. . 26.80 
Japan 
Argentinat 30.43 
7.85 


1217 Ch f Rubber... 12 
1.00 100.00 Gasoline. .113 143 





*Belga. Paper Peso. {Paper Milreis. §July futures. 
#Approximate; not yet fixed by law. 





Weekly Car Loadings 


Freight car loadings indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 
current month. 

4 Week ended Same 

week 

EASTERN DISTRICT 1930 
Baltimore & Ohio 5 60,508 
Chesapeake & Ohio 35,319 
Cleve., Cinn., Chicago & St. L A 26,087 
Delaware & Hudson ,02 17,556 
Delaware, Lackawanna & Western.. : 20,215 
Erie 30, 35,548 
Norfolk & Western 2 
N. Y., New Haven & Hartford 
New York Central 
N. Y., Chicago & St. Louis 
Pennsylvania 
Pere Marquette 
Reading 
Western Maryland 


SOUTHERN DISTRICT 

Atlantic Coast Li 

Illinois Central 

Louisville & Nashville 2 

Seaboard Air Line 946 14,749 

Southern Ry. System < 40,772 

NORTHWEST DISTRICT 

Chicago & Great. Western 6,309 

. Chi:, Milw., St. Paul & Pacific J 36,107 

Chicago & Northwestern 39,18 49,813 

Great Northern 74 22,743 

Northern Pacific y 15,415 

CENTRAL WEST DISTRICT 

Atchison, Topeka & Santa Fe 

Chicago, Burlington & Quincy...... 

Chicago, Rock Island & Pacific 

Chicago & Eastern Illinois 

Denver & Rio Grande Western 

Southern Pacific 

Union Pacific 

Western Pacific 

SOUTHWESTERN DISTRICT 

‘Kansas City Southern 

Missouri-Kansas-Texas. . 

Missouri Pacific 

St. Louis-San Francisco 

St. Louis-Southwestern ‘ 

Texas & Pacific... 91 9,748 
- (Compiled from American Railway Association figures) 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
pertaining to investments and other timely subjects 
which we believe are of interest and profit to our 
subscribers. Upon request and without obligation 
any of the booklets listed below will be sent free, 
direct from the houses by whom issued. 


PLEASE WRITE EACH REQUEST 
PLAINLY ON A SEPARATE SHEET 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N, Y- 


FINANCING PUBLIG WORKS WITH ECONOMY—A 20-page 
booklet, issued by one of the largest and best-known firms of invest- 
ment bankers, explains the advantages of State financing and owner- 
ship of toll bridges. Copy on request. 


DIVIDEND-PAYING STOCKS "BELOW $20—A New York Stock — 
Exchange firm has issued a bulletin describing a list of dividend- — 


paying stocks selling under $20, showing earnings and outlook for ~ 
each. q 


WHAT 1930 REVEALED ABOUT AMERICA’S LARGEST BUSI. ~ 
NESS—Is contained in the annual report of General Foods for 1930, — 
prepared originally to give their 42,000 stockholders a more intimate ~ 
story of General Foods Corporation, now available to the public, ~ 
This booklet gives an insight into the food industry—America's ~ 
Largest Business—and contains the kind of information that the — 
thoughtful investor likes to have. Copy upon request. i 


CATALOGS THAT SELL—Here is a booklet issued by one of the @ 
largest manufacturers of business equipment which shows strikingly — 
the difference between catalogs that merely present products for the — 
prospect's consideration and catalogs that are salesmen in themselves, © 
A copy will be sent only to business executives who request it on — 
their stationery. ; 


MUNSON BUILDING—An analysis of the First Mortgage 64% 
Sinking Fund Bonds of that Building is issued by a prominent mem- 
ber oo New York Real Estate Securities Exchange. Copy on © 
request. 


TEN MINUTE ATTENTION—A New York Stock Exchange firm 
issues a bulletin which contains a condensed but inclusive summary 
of important events of the previous week affecting the financial and 
commercial world. Busy people will appreciate this efficient way 
of keeping posted with expenditure of little valuable time. 


MAKING MONEY IN STOCKS—A straightforward, comprehensive 4 
treatise on sound methods to pursue in the purchase and sale of 
listed securities. 3 


AN INVESTMENT PROGRAM IN COMMON STOCKS—This is © 
a circular describing a method of investment suited to the difficult ~ 
‘ ape today and the probable conditions of tomorrow. Copy — 
on request. 


FEDERAL LAND BANK BONDS—A new booklet issued by one of 
the largest investment banking houses in the world, containing a ~ 
review and study of the present economic status of the Land Banks, ~ 
together with an important legal opinion rendered by New York ~ 
attorneys and a supporting letter from the Federal Farm Loan 
Bureau at Washington. Copy on request. 


LEHMAN CORPORATION—The 1930 Annual Report of The Leh- — 
man Corporation is contained in a booklet which also includes a ~ 
Statement of Income, Profit and Loss Account and a complete list © 
of holdings. Copy may be had on request. j 


ODD LOTS—A well-known firm, members of the New York Stock | 
Exchange, has published a booklet setting forth the advantages for 
both the small and large investor dealing in Odd Lots. 


STOCK AND BOND REGISTER—This register, issued in pocket- ~ 
size form, contains convenient space for a systematic record of your — 
securities. It is issued by one of the foremost firms of investment — 
bankers and may be had upon request. j 


THE GUARANTY SURVEY—This survey, published monthly by 
one of the largest trust companies in New York, is a summary of 
business and financial conditions in the United States and of condi- 
tions abroad. It will be mailed to business executives who 
request it on business stationery. 


MAKING PROFITS IN SECURITIES—Valuable stock market 
booklet; explains methods employed by successful investors. The 
part which fundamentals play and the market’s technical condition, 
as well as general sound methods for income and profit building, are 
pointed out. ] 


YOU CAN HAVE AN INCOME AS LONG AS YOU LIVE—Is the_ 
title of a booklet issued by one of the most prominent insurance 
companies, that tells how a life annuity can be arranged to comply” 
with any circumstances and ideas for future income. A copy may 
be had on request. j 


BELL TELEPHONE SECURITIES—A 66-page booklet containing” 
a brief description of the organization and financial structure of the 
Bell System, with charts and tables showing the stability and growth © 
of its business. Various security issues of the Bell System are ~ 
described clearly, and are accompanied by a balance sheet of each 
company. 


SECURITY 'SALESMANSHIP, THE PROFESSION—An _inter- 
esting Ciscussion of this specialized field, together with information 
about the Course of Training being adopted by scores of the leading ~ 
investment houses for thcir salesmen. 4 





——— 





serene: emacs Pa 


THE FINANCIAL WORLD 





